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REFORMING PROFIT | 3 A , , vi ~' 
Beijing JING ANL. | yy R ‘ 
Dy =) 3, 5 
[Arts fe by Liang cwoirs Le A J, Shenyang Mun te etai lure 
ind ia UPy Jur ea a: Dy ;* : st } ‘ : ent. Ww * — , » } e} } . c 
Must Be Reformed" | 
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profit an there be smoot leveiopment of enterp lees vregently 
humerous problems exist in the prorite distribution system for collective 
€ ni , ‘ i oe ur’ Vi wry . wh Tape’ and ~~ * as te > * ae of »pro= 
} i y uy and wi > se re } ure >} ' Ay and ! : *s : 
‘-) OR f ar. te : wie | a oy¥' t me | : j 1 4 p? i Le ah wh that a 
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' 5," " é , ’ . ’ rs ' " 
ae od \ [3a ia? ? /e@ ‘ six "iy -. } : at Ali i! eué . 
r the past years, ae are the appearance of the ultraeleftism of 
; ’ : ; " ‘ . " , 
Lin Biao and the”gang of four, ere was 4 lot of eomcalied "escalation’ 
“ ; ’ " ; * . . . 
ua “trangition” without regard | actual circumstances, nee the smail 
‘ollective nad made the transition to the large collective, there was 
implementation of a system of profit distribution similar to the one for 
enterprises owned by ali of the people with seriow conseauences resulting. 
Statistics from the Second Bureau of Light industry in Shenyang municipality 


show on annual increase in output value of 23.9 percent between 1956 and 
1960, but an average decline in annual output value of 6.9 percent for the 
years 196661975, There was a gradual decline in profit levels for the past 
feveral yearswith no “escalat ' but rather a reversal taking place. 

ractice is the sole criterion for testing truth. Sin the methods of profit 
listridbution of the large lective end of the emall collective were differ- 
ent, their operating circumstances were also differnt. Below, concrete 


Cases are used for camparison. 
Shenyang (the Shenyang Muni 
District Heavy industrial Powd 
metallurgy products, 


collective, Their econonmi iat 


shere are two powde: 


Jne@ if a « 


metaiiurgy piants in 


Powder Metallurgy No 2 Piant and the Tiexi 
,4nt,, both of which proguce powder 

arge collective, and the other is a small 

tion for 1975 is shown in the following table. 
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SPSS Mat 4 LLective aenterpride, rhe @eagence of collective 
enterprise ii 4 ’ S Oat f progvetion bes.ong to the collective ownere 
ani r the mage empioyeea, the inatitucion of independent accounting, 
ane le responaloiiity for profits and losses, nly when an enterprise 

ig authority todlatrioute benefite to itseelr, can it combine the charactere 
ta * the aterprise and menauresa for the development of production on 
the basis of the national economy and the people's livelihood to flexibly 
ind elastically promote the development of production. The method of joint 
responeibijity for profits and losses currently in force in collective 
enter ‘ ‘ rees the ownershty i the wean f production in 
enterpr from t right to distribute the profits created, and there is 
nothing iert of the ter of the collective enterprise. Enterprises 
and employees n miy lack authority to distribute profits passed upward 
t lepartments responsaible for overseeing the work, they also lack authority 


even to concern thempelves about them, The toiling masses have only the 
obligation to work dut have no authority to run things. Countless matters 
are decided on the say=: of dDureaus in charge, by companiosw, and by 
) get an increase in circulating capital or make 
end further production or just to maintain simple 
further production without further expansion, enterprises have to make 
reports, prepare plans, and provide explanations to higher authorities. 
Always it is a case of much reporting, few approvals, and delay after delay 


in a situation that is truly "easy to hand over money but difficult to 
3} te slg mpairs and obstructs the development of proe 


» and dampens enthusiasm of employees. At the same time, since 
the system is not rational, it results in a situation of "having no choice 
! 


in many tuations but to do deliberately what one knows to be wrong.” In 
mny enterprises there are cases where profits are withheld or construction 
ione illegally ntravention of financial and economic discipline. 


bing of Peter to pay Paul, and mutual balance has produced a 
mentality of "eating out of @ common pot,” which has seriously damaged the 
‘conomic accounting system. Since the levels of production and the levels 
ft profits vary from one enterprise to another, institution of joint 

responsibility for profits and losses has resulted in robbing Peter to pay 


* 


. 


Paul in a phenomenon of mutual balanced adjustment, which ultimately 
lamages the econamic accounting system and causes a halt or a decline in 
production. In 1978, some prefectures and departments started the "single 
stroke of a knife” whereby enterprises in districts, communes or neighbor- 
hoods all made the transition to large collectives. in these enterprises 
there then developed the mentality of wait for, rely on, ask for, and eat 
from "the common pot.” When they lacked capital, lacked work, or lacked 
raw miteriels, they asked for them from the departments responsible for 
ork. The fine traditions of “looking for rice to put into the pot,” of 
giving service right up to another's doorstep, arduous struggle, and care= 
ful calculation with strict budgeting ceased to exist. "Whatever the 
losses, someone will take care of them, and the workers will get paid as 
us val!” As a result production went down and costs went up. According to 
newly collected statisti for enterprises in 13 districts and communes of 
companies in Shenyang, tne Output value for eight enterprises declined for 
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NATIONAL BCONOMLC POLICY 


ON COMPREHENSIVE QUALITY CONTRO! EXPERIENCES 


sot iene JINGJI GUANLI |BCONOMIC MANAGEMENT] in Chinese No 1, 15 Jan 8, 
Pp %=37 


[Article by Commentator; "Further Discussion of Proper Study and 
Promotion of Total Quality Control Experiences; A Kiposte to Comrade 
Xin Hao's 'Discuseion'") 


(Text) In iseues 7 and § of JINGJI GANLI [ECONOMIC MANAGEMENT) of 1979, 

we put forward some views on the isauve of how to accurately etudy and 
promote total quality control experiences. GONGREN RIBAO [WORKERS' DAILY] 
of 5 October carried an article written by Comrade Xin Hao titled, "More 

on How to Correctly Deal with Foreign Experiences in the Menegement of 
Enterprises--A Discussion With JINGJI OUAYLI's Commentator," which eteted a 
a4ifferent view, In the march toward "Four Modernisation: ," explorations and 
arguments on certain important issues are very beneficial and very necessary. 
Only in this way can full play be given ‘to democracy and mings be enlivened, 
so that issues will be more clarified she more they are debated for a 
common elevation of understanding. 


Yw views on the issue of the atudy and promotion of fuil quality control 
experiences in onterprises were quite systemmtically presented in the 
article, "Correctly Study and Promote Full Quality Control Experiences." 
The main arguments in this article were, first, the need for a correct 
understanding of the implications of full quality controls and their 
objectives. We are of the view that use of statistical methods in quality 
control and the analysis and control of rejects is by no meane the complete 
content of full quality controle. As 4 result of the one-sided publicity 
and the compounding of error through repetition, full quaiity controls have 
been transformed to mean the same thing as statistical methods. This is 

a view that has to be corrected and matters given their original cast. 
Secondly, it is necessary to have a proper attitude in the study of 
advanced foreign experiences. We feel that when d.aiing with foreign 
experiences (including technical experiences), one should both oppose blind 
opposition to everything foreign and also oppose biind worship of every- 
thing foreign. It is necessary to adhere to making fcreign things serve 
China. combining study with creativity, to oppose the so-called "total 














acveptance” (or eaeroas the board and indiscriminate copying), and even more, 

oppoee formaiiam, To thie end, we have proposed severa. problem that 
sould be given attention, Third, total quality control cannot substitute 

total enterprise management, We believe that at a apecifie time it ie 
ali rigit to emphasise Aull quriity control, but to expand Naii quality 
controls ao that it taken the places of the entire vontent of enterprise 
administration and management does not conform with realities, nor isa it 
he.pful in further raiaing the level of administration and management of 
enterprises, 


- 


54 & - 
- ° 


As to whether the above views are correct or not, there is room for dise 
Cuggion, It ia regrettable that Comrade Xin Hao's article, though titled 
"Discussion," did not focus on these views of oure for the deve. opment of 
discussion, but rather merely put forward some objections to the "methods" 
we uged in presenting these two articles by commentator, Such "discussions" 
that de not touch upon the essence of the problem are of no fundamental 
Significance, tlowever, inasmuch as Comrade Xin Hao raised the issue of 
whether "there should be a continuation of probing etudy and promotion of 
matters pertaining to this experience,” we are also obliged to make a 
rinoste, 


1. Probleme of a Scientific Nature in Quality Control 


Comrade Xin Hao eaid, "Any evaluation of whether a control experience is 
scientific or whether it le geared to actual circumstances, Gust have as its 
sole standards sctwal practices in enterprises themselves." This thesis is 
entirely correct, But where did our article deny the scientific nature of 
full quality controle? 


The effect of anything scientific always has definite limite, and its 
application alwaye requires definite conditions too. Consequently, it cane 
not be regarded as a “marvelow panacea for the wholesale treatment of a 
hundred illnesses," nor can it be "lauded to the skies.” This is the only 
scientific attitude, We believe that the use of statistical methods to 
control quality is scientific, but to claim that statistical methods are 
the full extent of quality controls, or to use full quality controls as a 
Sustitute for thoroughgoing management in enterprises is wrong. Such 
lopsided end exaggerated waye of talking and acting are definitely not a 
scientific attitude. 


2. On the Issue of Across the Board and Indiscriminate Copying 


in his article, Comrade Xin Hao affirmed that the study of foreign experi- 
ences has to be combined with the conerete practices obtaining in our 
country's enterprises and that there should be no copying mechanically in 
disregard of specific conditions. He acknowledge that "this is a principle 
that must be honored,” but he also said that "inasmuch as our levels of 
management of enterprises are low, it will be very difficult at the outset 
to avoid copying mechanically and applying indiscriminately ." 
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we believe that copying Mechanically and appiyinad ifeiseritihately differs 
in content from acrosge the board and indiseriminate copying, in the study 
of both foreign and domestic experiences alike, ine i tebly Wiere ls some 
mechanical copying and indiscriminate application, And thia i@ net atrictly 


Limited to the “outset” atage eituer, At any atage, Whenever somebody 
elae'a exper lences are atudied, a certain amount of mechanical copying and 
indiscriminate appiication becomes unavoidable, Without thie there ean be 
no learning. What we oppose is useritices "across the board and indise 


iriminate copy ing " and even whore a he copying and appaication of thie 
forma of things, 


Jpposition to across the board copying and indiscriminate application does 
not in the slightest way signify amy across the boar netation of foreign 
experiences, We have already said that the soecailed “seven tricks" cannot 
be Tully applied to every trade or profession, every Kind of industry, or 
every procese.” ls thie not a fact? However, to say this also does not 
totally negate the value of applying the “seven tricks” in spec’ fic 
ciroumatances, 


TO Oppose across the board copying and indiscriminate application ia to 
advocate neither across the board affirmation nor acrowes the board negation 
but to make a concrete analysin of actuel experiences and seviods followed 
by application in practice, Even this is done, how can any “enterprise not 
know what to do?” Of course, "acrose the board copying and indiscriminate 
application” is the easiest way of “knowing what to do," but does thie mean 
we should advocate such indiscriminate biindness? 


3, On the Iseue of “Having « Monopoly of Wiedor" 


In putting forward our own views on the ways of promoting experiences in the 
management of enterprires, we evoked the following criticiem from Comrade 
Xin Hao: “In promoting experiences in the management of enterprises, we 
should advocate letting a hundred flowers blossom and borrow the strong 
points of some to make up for the weak pointe of others; there should be no 
monopoligation of wisdom.” We raise both ow hands in approval of these 
views of Comrade Xin Hac. in the study of foreign eaperiences, anything 
ean truly be studied "so long ae it is a scientific and practical thing." 
There should be no limitation as to country, such less any limitation to a 
certein plant in a cer*tein country. Across the board copying and indis- 
criminate application of the experiences of a certain plant in a certain 
country cannot alter anything in the slightest, and later on when a certain 
pliant within our country is used as a model, nothing is altered in the 
slightest either. Is such an “extension” of experiences what is meant by 
the fault of “monopolization of visdor?" 


4, On Emphasis of Problem in Quality Control 
We believe that from the standpoint of the three stages of across the board 


quality control thet hee evolved historically, two ieaps have been mani- 
feasted. One has been a change from the paramouncy of after the fact 


Li 











juiry t& before the fact precautione. the other has been & Change from 
Lhe paramouncy of improvement in the qgumiity of work to the paramouncy of 
improvemest in the quality of products themselves, The ister stage did not, 
however, fegate the previous stage, but rather encompassed the previous 
stage and continued to develop, In pondering the cirownstances of the 
economic development of ow country and the tendency of reforms to the 
ayetem, we advocate thet quality control should also bring about a higher 
level of transformation in which emphasis on work quality and reduction in 
Loaees through rejecte gradually changes to paramount emphasis on the 
quality of preducta themselves and the quality of service, We believe that 
Only thie can be completely significant acroga the board quality control, 


’ 
tt? 


‘ur advocacy of the above ie not without foundation, At the present time 
some enterprises have made truly outstanding accomplishments in quality 
controia in the manufacturing proceas, but because product designs have 
endured for many years without change, or because the original design's 
structure and performance was irrational, the final products continue to be 
backward products, It may well be asked whether it wouldn't be better for 
these enterprises to proceed from the accomplishments they have already 
made to ahift the emphasis toward improvements in design to meet the 
requirements for usefulness and improve the quality level of the products 


themael vee? 


We believe Uiat the acroesetheeboardness of across the board quality 
controle requires that we give serious attention to conswaser surveys, to 
feedback information about use requirements to promote improvements in the 
les ign of producte, and then through guaranteeing work quality in the 
manufacturing procese to produce producte of higher levels of quality in 
rdeg to meet the requirements of consumers. In this way, with each cycle 
‘he guaiity of products could be improved a little. For those products 
auready set ao meeting specifications, there should be an effort to make 
them first clase; those products that have already met first class 
standards shouid be worked on to make them finest quality, to create name 
branis and win monetery and quality awards, and take their place in the 
international market. The study and promotion of experiences in across the 
poard quality control should have this as its objective. We do not agree 
with the partial understanding of across the board quality control as the 
exerciee of statietical methods, or as being limited to control of quality 
in the manufacturing process. Its central significance lies here. As to 
whether we are right, we would like further discussion with Comrade Xin Hao. 
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NATLONAL ECONOMIC POLICY 


RESULTS OF SOCIALIST BCONOM’ DISCUSSED 


HKOL1120 Beijing JINGJI YANJIU [BCONOMIC RESEARCH) in Chinese No 7, 
20 Jul 80 pp 312 


[Extracts of speeches delivered at the forum on the effects of 
socialist economy | 


(Text) (Editor's Note) The Keonomic Institute of the Academy of Soctal 
Sciences of China and the editorial department of JINGJT YANJIIU toavited 
some of Beijing's economic workers and economiate to talk about the 
results of socialist economy at a forum on 3 and 6 June. Extracte of 
some of the speeches are published below. io order to deeply carry on 
the study and discussion on thie issue, more articles from the readers 
are welcomed. [end of editor's note) 


It Is Essential To Discuss Again the Problem of Economic Resulte-<-by 
Dong Furen [5516 6534 4356) of the Economic Institute of the Academy 
of Social Sciences of China 


The problem of economic results is a vital subject. In the early 1960's, 
we had discussed the subjecte of socialist reproduction, economic 

results and economic accounting in the wake of such probleme as serious 
dislocation of national economy, disregarding economic results, denying 
the laws on the production of and the value of commodities and so on 
during the great leap forward in 1958. Today, we discuss once again 

the subject of economic results. This time, it is because various 
problems have been encountered in the process of realizing the four 
modernizations and implementing the policy of “readjusting, restructuring, 
consolidating and improving" the national economy; many of these problems 
are more or less related to economic results or have to be solved in 
various degrees through improving economic results. It can be said 
without exaggeration that the four modernizations will hardly be 

realized if efforts are not made to improve econ mic results. 


Reviewing the economic construction of the past “ years, one can see 
that for quite a long period the subject of econonic results has not 
been taken seriously. It is unimaginable that those engaging in economic 
work should have ignored economic results. The reasons concributing 
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to auch a aituation wete many, One of Che v.ital reasons was the inter- 
ference by some ultraleft guiding thoughte on economic work, eapectally 
the sabotage brought about by the ultraleftiat line of Lin Hiae and the 
“gang of four," For inetance, two viewpoints were widespread in the past, 
According to one of them, it was necessary to settle the se-called 
political accounts and net the economic accounts, Settling economic 
acCounte Was regarded aa not putting politics in command; it was even 
regarded as opposing the three red banners, asa right opportuntem and 

an an “accounte-settling faction,” For example, the steel and iron 
asmelting campaign in 1958 was said to be a campaign mainly for putting 

a person to the Ceat and therefore economic results of the campaign 

could be ignored, If someone should say that it was a campaign in which 
the iowa outweighed the gain, then he would be considered as not working 
out the political account. The other viewpoint considered that attaching 
importance to economic results waa a capitalist profit-seeking principle, 
An example of this wae the incident related to the discussion on the 
issue of pricing in production early in the 1960's, The aim of the 
discussion waa to probe the significances and e.fects of capital profit 
rate in the assesement of economic results. It turned out that the 
discussion invited mase criticiem and repudication; those comrades who 
advocated the adoption of pricing in production to assess economic 
results were all criticized as "putting profit in command.” Under the 
influence of auch ultralefc theories and viewpoints, people dared not 
talk much about economic results or insist on results in economic work; 
thus, @ large amount of wealth and work have vanished while social 
production and the people's daily life have suffered serious damage. 
foday we must not repeat such foolish acts of going ahead or criticizing 
wildly without regard to economic reaults. We must earnestly place 

the problem of economic results in the foremost position in all kinds 

of economic work. 


Although the discussions on the subject of economic results in the 

early 1960's also made some achievements, the discussions could not 

be penetrating in view of the conditions at that time. Today we start 
the discussions again under verv different conditions. It is possible 
for us to reveal the various contradictions in economic life, to touch 
upon all sorts of questions, to analyze in depth the economic processes 
by linking theories with practice and to seriously sum up experiences 
and lessons. Unlike in the past, we can no longer just concentrate 

on discussing certain concepts and stay at the stage of describing 
certain abstract principles. During the discussion, we should broaden 
our sights and go deep into the problems, be they conceptual or concrete, 
or problems relating to the effects of microeconomics or macroeconomics. 
We must also examine and discuss the index system for assessing economic 
results, its application and 60 on, 


Of course, the fact that economic results were ignored in the past was 
certainly not just the result of sabotage and interference by the 
ultraleft line and thinking; it also had something to do with the 


14 








prob Lema if} economic svate™® and atructure, da well ae economl « Wanhage= 
Ment procedutes such 48 programming and statiatica, we Muat, therefore, 
relate our diacusston on economic reaulle to these problema as well, 

in this way, it will certainly help reatructure the economic sayatem and 
atructure the methods of economic management, Keatructuring muet alwava 
be undertaken trom, among other things, the primery aim of helping 

to improve economic resuite 


Several Problema Which Must Be Solved in Order To Improve Economic 
Resulte==-by Xu Lu [17/6 5684) of the Survey and Research Offiee of 
the State Economic Commisaton 


Currently, based on the actual conditions in our country, the work In 
four areas must be done well in order to improve economic resulta: 


Firet, inaiat on seeking truth from facta so thac our thinking will 
better cope with the objective reality; also, we must do our work 
according to economic lawe and build our plane upon a reliable 
scientific foundation, 


Not acting according to objective sconomic lawe is the basic cause of 
low economic results in our country. In order to do well the economic 
construction of our country and to improve reaulte of the economy, 

it is tiret necessary to pay special attention to this root cause, 
Therefore, we should seriously sum up the experiences of the past 

10 years, study in depth the situations in the national economy of our 
country and eliminate further the pernicious influence of "leftist" 
thinking by adhering to the spirit of setting the machine in motion, 
emancipating our minds, seeking truth from facts and uniting as one to 
look ahead. So long as evervone of us solve the basic problems in the 
line of thinking, proceed from reality at all times and insist that 
practice is the criterion for testing truth, then it will be easier 
for us to obtain a uniform view on the series of problems relating to 
the development of national economy, the restructuring of economic 
management systems and so forth, so that both our medium and long-term 
planning as well as our various economic policies can better cope with 
reality. Such planning or policies can more effectively mobilize the 
people of the whole country to unite and concentrate on the construc- 
tion of the four modernizations; then the superiority of the socialist 
system can be brought into full play and the economic etfects of 
socialist construction will certainly become greater and better. 


Second, restructure the existing system of economic management step by 
step. 


There are quite a few drawbacks in the existing system of economic 
management in our country, such as: iack of coordination among the 
various sectors which all have a system of their own; the practice 
of “big but complete" and "small but complete" by many industrial 
enterprises, thus hampering the development of professional division 
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ot Jaber and coordination; the isolation of production from circulation 
uid the divorcing of production from sales; lack of independence or 
power of decisionmaking in enterprises and excessive concentration of 
power by the state; the practice of egalitarianiam in distribution and 
so on, If we do not comprehensively reatructure the system of economic 
management, we ahall tind ic difficult to organize production according 
to the requirement of socialization and then it will be difficult 

to improve economic results. Now, although we have already taken an 
important etep forward in the system of economic management, it is 
nevertheless just a good start. In order to activate the economy 
further and obtain larger economic results, it is still necessary to 
give full , lay to the superiority of each region and unit, safeguard 
competition, promote alliance, keep flowing the criss-cross network of 
circulation channels and promote the development of production by making 
the best use of the situation under the planning and guidance of the 
state, 


Third, improve the economic structure, 


In order to construct the four modernizations and to follow the path of 
modernization in the Chinese way, it is necessary to proceed from the 
actual conditions of our country, promote the good points and avoid 

the shortcomings and establish a form of economic structure which suits 
the reality in China. In the past, we have not done enough in this 
respect, either nationally or regionally. During the Cultural Revolution, 
for instance, economic activities in certain provinces did not proceed 
from conditions of natural resources or the economy in the particular 
areas, but were carried out along the lines of "taking grain as the key 
link" and "taking steel as the key link." Consequently, there was, on 
the one hand, still not enough grain to feed the people, while on the 
other hand livestock farming was ignored and the common people became 
poorer and poorer. Moreover, in places where there was not much iron or 
coal, many small iron or steel factories were obstinately established; 
as a result, all the factories lost money every year and such losses 
could not be covered even by pouring in each year all the accumulated 
capital of the whole province. After smashing the "gang of four," 

they learned the lesson and were determined to retain just one small 
iron and steel factory but close down all the rest. Meanwhile, they 
also began to consider changing the structure of agriculture; the 
economy then began to revive. It can be seen that if the problem of 
economic structure is not settled well and just the policy of uniformity 
is adopted, then economic results cannot be enhanced and the country 

and the people cannot get rich, This is true for a province, and it is 
even true for the whoie country. 








Fourth, rectify and .trengthen the management of enterprises. 


At present, the economic results in industrial and communications 
enterprises in our country are generally very poor. To date they still 
have not reached the pre-1966 levels. Take, for example, the profits 
provided by the output values of a hundred principal industries in the 
whole country; the amount in 1979 was less than that of 1966 by one-third. 
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Lant year, e3,/ percent of the industrial enterprises under the ayvatem 
of ownership by the whole people atill incurred losses of various 
dexrees, Economic resulta Ly mmaunications and Cransportation services 
are also very poor. OJuite a tew new railway linea have been built ove) 
the past decade or so, However, because the rallwayve have not been 
linked up to form a complete syatem, transportation capacity haa not 
improved several years after the railwayva were handed over to the 
transport authorities tor operation, Meanwhile, work to improve the 
old railway lines were not well planned and have incurred too much 
debt. The nationwide transportation problem has thus not been alleviated 
so far. 


Enterprises are the fundamental units in the operation and management of 
the industrial and communicationa fronts. Eeonomic effects of industrial 
and communications fronts are determined by the levels of production, 
technology and management in the fundamental enterprises. Hence, it is 
necessary to continue rectifying the enterprises seriousiy so as to give 
full play to the operating power of fundamental enterprises. From now on, 
the orfentation of rectifying an enterprise should be put in line with 
the requirements of modern construction, centered on production and 
concentrated on improving economic results. It is necessary to continue 
making great efforts to stop losses and increase profits, to carry out 
extensive analyses on the amounts of assets and capital, to economize 

on the use of energy and raw or semiprocessed materials as much as 
possible so as to reduce costs and expenditures and increase revenues, 

to insist on the principle of top quality and pay special attention t 

the quality of products, to strengthen the organization of transporta- 
tion and make strenuous efforts to tap the potential of transportation 
and so on. Hence, it is necessary to strengthen training for the 

entire staff and establish a strict and comprehensive system of job 
responsibilities covering specifically each organization, each link 

as well as each person in the process of production; to widely practice 
economic accounting within the factories and carry out analysis of 
economic activities; to improve the system of rewards, iink the funds 

of rewards drawn by enterprises to the amount of profits, oppose unchecked 
issuing of rewards and overcome egalitarianism. 


In short, in order te improve economic results, it is necessary to pay 
attention to both macroeconomics and microeconomics, keep the general 
goal in sight, start from striving for planning and pay attention to 

the research on problems related to the system of economic management 
and economic structure; take the daily tasks in hand, strive for economic 
results in every enterprise, try in every possible way to obtain maximum 
economic results by using minimum manpower as well as material and 
financial resources; strengthen operation and management, organize 
production according to the needs of society, oppose the tendency of 
chasing after output value and output volume lops dedly; and keep 
improving the levels of production, technology and management. If we 
can do all this, we may have good reason to expect the economic results 
in our country's production and construction will improve speedily. 


~~ 
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Where Does the Main Reason for the Poor Results of Investment in Capital 
Conatruction Liel==by Ding Hua [0002 5478] of the Capital Conatruction 
Fconomies Imatitute of the State Capital Construction Commission 


it has long been a problem that reaults of investments in capital con- 
atruction are very poor, The problem is a definite outcome of excessive 
capital construction, overe-extending the battle front, unreasonable 
investment orientation and irrational distribution of productive forces; 
but the most important reason leading to the poor results of investments 
lies in the fact that errors and taults occur in the orientation and 
principles of capital construction as a result of the guiding thought of 
blindly attempting premature advace and eagerness for quick success. 
hese are expressed directly in certain guiding slogans. For example, 
"take steel as the key link"; this call was raised because it was 
thought that onee fron and steel were available, then everything could 
be dene well and we could surpass England and catch up with America, 
\nder the guidance of such a thought of eagerness for quick success, a 
nationwide campaign of iron and steel smelting was launched while all 
other trades and businesses had to offer support to the campaign. 

Since the scope of capital construction was excessive, a tremendous 
amount of manpower as well as material and financial resources were 
wasted at the expense of production and the standard of living. What 
exactly are the aims of capital construction? How should capital con- 
struction be carried out? The orientation is not clear. for many 
years, the scope of capital construction has been too big, the battle 
front has been too long and results of investments have been poor; al] 
these are closely connected with the kind of lopsided principles or calls 
such as "take steel as the key link." 


Another example is the emphasis on "positive balance” in the national 
economy. The so-called "positive balance” is directly associated 
with gaps (shortage of capital, building material and mechanical 
equipment) left in the programs of capital construction; it is a 
product of blindly attempting premature advance and is generated by 
an excessive scope of capital construction which far exceeds the 
financial and material capacities of the country. "Positive balance" 
upsets balance, leads to waste, delays the completion of capital 
construction projects, lowers the rate of putting projects into pro- 
duction, increases the construction cost of a project, costs more money 
to do fewer jobs and delays economic development. Besides, it upsets 
production, markets, maintenance work, people's daily life and brings 
chaos to economic lite as well as encourages unhealthy tendencies. 


Then there is the example of so-called "three simultaneous jobs to build 
a factory.” In order to achieve unrealistically high speed in capital 
construction, the principle of "three simultaneous jobs" (that is, going 
ahead with planning, building and production all at the same time) was 
raised; some people even raised the call of "four jobs in the same year" 
(that is, to decide on the project to build, complete the planning and 
construction of the project as well as to put the project into operation 
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all in the same year). As a result, construction of many large projects 
(including some particularly large projects) were hastily carrted out 
by using the retroactive method while th. preliminary work and leasd 
bility study were yet to begin or not vet completed, By recroact ive 
method, we mean that conatruction te carried out firat, followed by 
the prel iminary work and then planning and approva- seeking, all done 
retroactively. Such principlea or calis as "three simultaneous jobs," 
"four jobs in the same year’ and the retroactive method put the order 
of capital construction in chaos, violated the laws of capital con- 
struction and caused serious losses. Some construction projects could 
not go ahead after construction was started because of the lack of 
sufficient support conditions (such as uncertain :esources, unclear 
hydrogeological conditions, no practical arrangewents for the supply 
of fuels or power and means of transportation and conmunication, 
substandard technology and so on); these projects were suspended and 
kept spending money without a fixed date to be put into operation. 
Some completed projects were either left idle or discarded as useless. 
In some cases concerning imported {tems, large numbers of contracr> 
were signed to import advanced technology or whole sets of equipm it 
from abroad, However, internal conditions did not warrant such ticms 
and a situation was thue created in which there was no way to cancels 
them while the things paid for with the precious foreign exchange 
were laid aside unprotected and eventually just discarded as uselecs. 


In short, to sum up our experiences and lessons, to study in depth 

the reasons behind the poor investment results and to make serious 

and realistic restructuring in the management system of capital con» 
struction when implementing the principle of "“readjusting, restructuring, 
consolidating and improving" the national economy have tremendous 
practical significance in speeding up the development of socialist 
economy and realizing the four modernizations. 


A Probe of the Indices of Economic Results--by Hu Zhaoliang (5170 0340 
6852) 


Since the smashing of the "gang of four," the subject of economic results 
gradually has been widely stressed. However, many probleme still need 

to be studied and solved as to how the economic results can be accurately 
assessed and what kind of indices should be used to reflect the economic 
results precisely. With regard to actual conditions in the industrial 
sector, different or even opposite conclusions on the same item are 

often obtained as a result of different methods of computing an index, 
Sometimes this leads to endless controversy and causes delays. Some- 
times this brings about hasty decisions and leads to losses. The problems 
relating to the indices of economic results which need to be examined 

can generally be grouped initially into the folloving three categories: 


First, unitary index and composite index. 


The most common unitary index is the amount of investment per product 
unit which has been in popular use since the 1950's; its reciprocal 
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represents the volume of product per unit of investment. This index 

is simple and clear and is easily accepted by people, It has the draw- 
back cf only reflecting one single product and is very difficult to 
fully reflect comprehensive utilization and recovery of byproducts. 
When using this index as a working guide, comprehensive utilization 

and recovery of byproducts are often weakened in order to reduce the 
amount of investment per product unit, At present, comprehensive 
utilization of many items is not satisfactory. The reasons for this 
are rather complicated, but that only the,economic effects of one single 
product are considered during planning and design is certainly an 
important reason, For instance, the Daye Nonferrous Metals Company 
extracts copper from copper-iron ores and dumps the iron ores into the 
farmland, polluting the environment. The nearby Wuhan Steelworks and 
Hubei Steelworks, which are urgently in need of Lron ores, however, 

ean hardly recover the discarded ores. If composite economic indices 
are adopted to fully consider the economic effects of comprehensive 
utilization and recovery of byproducts, then such a situation can be 
avoided. 


When using the index of capital recovery rate to work out a deadline 

on recovering capital, there also exists the difference of the index 
being either a uritary index or a composite index, Capital recovery 
rate is obtained by dividing capital returns by the amount of capital 
employed; its reciprocal is the number of years to recover the capital. 
Usually, when calculating the amount of capital employed, only the 
amount of fixed assets employed and not the amount of current capital 
employed is calculated. At present, fixed amounts of current capital 
for industrial enterprises of our country are provided gratuitously 

by the state; like the fixed assets, these are also direct investments 
in the enterprises by the state, When calculating the amount of capital 
employed, the net value of fixed assets as well as the fixed amount of 
current capital should be included. Then, it can prompt the enterprises 
to reduce the reserve by all possible means and speed up the turnover 

of capital. 


Similarly, when assessing the economic results of using modern automatic 
equipment, there is also the difference of using either a unitary index 
or a composite index. Modern automatic equipment can raise labor 
productivity, reduce consumption, improve the quality of products as well 
as reduce the consumption of active labor and part of the materialized 
labor; however, it is necessary to boost investments in equipment, raise 
the amount of depreciation and increase the consumption of materialized 
labor. Just by inspecting the single index on raising labor productivity 
or reducing active labor, it is not possible to get a full picture of the 
economic effects. It is only when the amount of active and materialized 
labor saved is larger than the increase in materialized labor consumption 
that practical economic effects can be brought about. Our country has 
abundant manpower and resources, but is short of capital; the task to 
work out a composite index for assessing the economic effects of using 
modern or automatic equipment according to the concrete conditions of 
various departments has, therefore, practical significances in actual work. 
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Second, static index and dynam index 


Taking the time factor into account and carrying out dynamle calculation 
when analyzing economic results can speed up capitals constructton, 
accelerate the speed of going into operation, quicken the pace of 


capital turnover and bring about many more advantages. For a long time 
in our country, however, only the absolute volume o! ipital and returns 
have been considered when calculating economic effects; the time factor 


is never or rarely considered, People seem to think that the tle Caken 
for capital construction and the speed tor going into operation do not 
affect the investment results, That this kind of static calculation 
method and index system can be In popular use for such a long time is 
basically because there are serious probleme in the existing management 
system of capital construction and the current method of using 
gratuitously the funds for capital construction investment. As the time 
factor is ruled out when asseseing economic effects, the capita! con 
struction period is definitely extended and capital turnover is slowed 
down. If the method of extending credit is adopted in the investment 
for capital construction, when the time ‘actor must be considered when 
calculating the economic effects, The time factor is even mor¢ important 
if internal investments require t.« seeking of loans ‘rom abroad or have 
to be involved in the compensation trade outside ¢ country 


lf the time factor is considered when calculating economic effects and 
dynamic indices are adopted, then it is necessary to study che time 
value and the problem of discount, that is, to work out the present 


value of tuture returns to be realized after a given period, In 
capitalist countries, the unstable economy and inflation lead to great 
fluctuations in interest rates and the discount rate. (/nder e current 
commercial lending rate, $1 will be infiated to Se ! to 7 years. lt 
is still a problem to be solved as to how present values can be cal- 


culated properly under the concrete situations of our country. 
Third, partial effects index and composite effects index. 


National ecuromy is a cohesive organism. When calculating the economic 


effects, it is not only necessary to consider the partial effects of one 
department or one region but also the composite effects of related 
departments or regions as well as the overall effects At present, 


energy, power generation and transportation are the weak links in the 
economy; the main effects of improving these sectors will be reflected 
in expediting the development of the whole national economy. There 

are also quite a few items which produce economic effects as far as 
certain regions or trades are concerned. However, because they seriously 
hamper the development of other regions or trades, they are also not 
producing economic effects as far as the overall situation is concerned. 
All these things must be carefully analyzed and compared. 


There is also a problem of integrating internal economic effects with 
the economic effects of foreign trade. Owing to reasons associated 
with energy, technology and the like, the rates ct difference between 
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the prices in domestic and world markets for various types of our pro- 
ducts are net consistent, When reflected by exchange rates, the 
difference between the highest rate and the lowest rate can be as 
much as lO or more times. for nonferrous metals Like tungsten, tin, 
antimony and so on, which are traditional commodities for export, less 
than | yuan can exchange tor SUS1; for commodities with a poor exchange 
rate, it takes 4 to 5 or even more than LO yuan to exchange for SUSI, 
When caleulating the economle effects of commodities having a high 
exchange rate, one cannot just consider the effects in domestic markets, 
but must consider the effects of foreign trade as well. Only in this 
way can adequate attention be paid to stopping the tendency toward 
decreases in the volumes of output and export of these commodities. 


Finally, a few comments on the problem of price departing from value. 

At present, the situation of price departing from value in our country 
Causes great difficulty in the calculation of economic effects. Even 

so, it is still possible to compare economic results within the same 
sector or between the same type of enterprises with the aid of price 

and currency. Take, for example, the key enterprises in the steel and 
iron industry; their highest and lowest capital recovery rates differ 

by several scores of times. In 1979 Anshan Steelworks, an integrated 
complex no different from similar complexes engaging in works ranging 
from mining, {tron-smelting and steel-smelting to steel-rolling, achieved 
a capital recovery rate of as much as 35 percent, which was much higher 
than the average rate of all industries in the entire country. It can 
recover all the capital employed in less than 3 years while the accumulat- 
ed amount of profit and tax it has turned over to the state is more 

than 5 times the amount of investment by the state. In some enterprises, 
capital recovery rates are as low as 3 to 4 percent. Talien Steelworks 
and Shanghai Metallurgy Bureau, both special steelworks or steel- 
smelting enterprises specially treating iron and steel and which started 
as steel-smelting factories like other similar enterprises, in 1979 
achieved capital recovery rates of 74 percent and 63 percent, respective- 
ly which were even higher than the average rate obtained by light and 
textile industries. They can recover the capital employed in about 

| and 1/2 years while the accumulated amount of profit and tax they 

have turned over to the state are respectively 20 and 9 times the invest- 
ments in capital construction. Capital recovery rates of certain similar 
enterprises are less than 10 percent. Herein lies a problem of economic 
results. At the present price level, steel and iron industries can 
obtain good economic results provided they are properly constucted and 
managed. 


It Is Necessary To Strengthen Research on the Problem of Economic Results 
of Agricultural Production--by Zhou Cheng [v.19 6134] of the Faculty of 
Agriculture and Economics, China People's University 


[In order to strengthen the research on the problem of economic results 
of agricultural production, it is necessary to pay attention to its 
characteristics, which are mainly the following three aspects: 
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Virat, agricultural production Ls biological production, the economle 


effects of which are greatly affected by narural conditions (mainly 
conditions of land and climate) and ave reatricted by the property 

of land as well aa physiological (unctions of animale and planta, 
Therefore, it ia necessary to pay attention to adapting to, protecting 
and transforming natural conditions and to give play to the faverable 
factors and avert harmful ones, At the same cime, it ie also necessary 
to watch for the rational econom! limits of investment so as te aveid 


diminishing returne, 


Secund, the economic effects of agricultural production are becoming 
more dependent on the conditions of support from industrial seetor to 
serve the seeds of agriculture, the quantity, quality, property, 
“expensivenessa or cheapness" and so on of the supporting weans of 
production from the industrial sector to serve the needs of agriculture 
will more deeply affect the economic results of agricultural production 
along with the progress of modernization in agriculture, Therefore, 

in order to raise economic results of agricultural production, it is 
necessary to vigorously improve the work of producin: ond supplying 
such means of production to support agriculture 


Third, economic results of agricultural production are closely connected 
with economic earninges of rural communes, production teams and the 
peasant masses, This is because all levels tn rural people's communes 
are collective ownership enterprises which assume sole responetbiitty 
for their own profit or losses and so the seize of their economte reaulte 
must affect the level of earning directly. Hence, it ia even more 
necessary to pay attention to etrengthening economic accounting and 
improving economic results, as well os reising the level of preduction 
growth and earnings in rura! people's communes. 


For more than 20 years, economic results in agricultural production in 
our country have not been high, as expressed by the increased cost of 
agricultural products and the relatively serious situation of having 
production but not the earnings increased. For example, typical survey 
materials of certain areas tivroughout the country show that in 1976 
per-mu grain yic.d increased by % percei:.: but the cost increased by 
54 percent compared with 1965; aleo, in 1977 the value per working day 
decreased by one-third as compared with that in 1957. Poor economic 
results [in] agricultural production are caused by many complicated 
reasons. As far as superstructure is concerned, it is mainly because 
of the extremely seriour interference and sabotage brought about by 
the ultraleft line of Lin Biao and the “gang of four.” As far as 
production relations are concerned, we have committed quite a number 
of “leftist” mistakes of “craving greatness and success” in the rural 
areas so that production relations cannot cope wit) the situation of 
productivity development and initiatives of the broad peasant masses 
cannot be mobilized properly. As far as organizetion of productivity 
is concerned, serious drawbacks and errors exist in not being able to 








work properly according te the laws of nature and the ebjective economic 
lawa so that it has net been possible to fully utilise manpower, material 
resources, !inancial resourees, fruite of setientifie technology, land 
resources and other fatural resources in a rational manner and, therefore, 
we cannot effectively improve the economic effects of agricultural 
production, In order te strengthen the research into problems in the 
economic results of agricultural production, it is necessary to absorb 

the past experiences and lessons as well as to search for future ways 

to improve agricultural production, 


As far aa macroeconomics is concerned, it is necessary to step up analysis 
and research of economic results, stress the adoption of appropriate 
technology, economic policy and resources as well as earnestly bring 
about a combination of satisfying objective needs, meeting the feasible 
factors and raising economic resulta throughout the country in the areas 
of distribution of agricultural production, structure of production, 
arrangement of items of agricultural modernization, integrating agricul-= 
ture, industry and commerce and so on, For example, the rational read- 
juatment of the distribution and structure of agricultural production is 
a etrategic measure to better satisfy the need of the national economy 
for agricultural products, give full play to the favorable aspects of 
the natural and economic conditions in all areas and raise economic 
results of agricultural production, We must correctly understand and 
carry through the principle of “take grain as the key link, make 
comprehensive development, suit measures to local conditions, bring about 
appropriate concentration,” give play to the favorable aspects of the 
natural and economic conditions in all areas and better develop the pro- 
duction of cash crope as well ae the various industries of forestry, 
animal husbandry and fishery under the prerequisite of securing the 
production of grain. Take, for example, the production of sugar. In 
middie and south Fujian, | ton of sugar can be extracted from an average 
of 1.7 mu of sugarcane. The national average is 4 mu of sugarcane to 
produce 1 ton of eugar, while in Guangxi and Sichuan it needs an average 
of 5 m and in Wuhan it is as high as 6 mu. Obviously, to expand the 
production base of sugarcane in such places as Fujian and the like where 
natural conditions are suitable can greatly improve the economic results 
of carrying out “exchange sugar for grain" in and out of the country. 


As far as microeconomics is concerned, it is necessary to strengthen 
analysis and research of the economic effects of technological measures, 
production structure and so on as well as to strive to strengthen 
economic accounting and improve administration and management in every 
agricultural enterprise. 


Moreover, it is also necessary to strengthen the research work on the 
index system of economic effects of agricultural production and 
strengthen the calculation work on the index of economic effects so 
that people can really get to know how things stand. 











What Has Caused Leonomic Reaulta To Become Low’ ==bs »ehenvi [0169 Zi2e 


O00 | ] of the Lnatitute of Finances , Commerce, Com yities and Leonomice 
of the Chinese Academy of Social Sclences 
Var lous aspects have caused our economic reasaults to me low. and the 


following are the three main ones: 


Firat, our country was under feudal rule over a long period during which 
amall-scale peasant economy 4l1 along occupied a dominant position, Such 
ah ecofomy hampered the birth of aelt=conaciousnees among the peopie 
about the importance of economic resulta, Most people were tgnorant of 
commodity economy but were acquainted with the selt-eufficlent emall 
scale peasant economy, The operating style of small-scale peasant 
economy has left a deep imprint on the minds of our people and prevails 
throughout the management of our whole econom Tt is mainly expressed 
in the following manner: 


1, Stresses self-sufficiency, slights circulation, This han been re- 
flected in many of our concrete policies and syetema, Tn the policy 
of wages, wages for workers in the commercial sector are much lower 
than wages for workers of equal rank in the feduetrial sector, Much 
heavier taxes are also imposed on business than on industry, while 
business simply cannot get ite turn within the aphere of taveatment 
circulation of capital construction, 


2. Where management system is concerned, the national economy ia cut 
into unrelated strips and pieces and the syetem of national economy 

is practiced, All strips or pieces in the economy practice the principle 
of self-sufficiency and each of them form into a ayeter by tteeif tn the 
manner of "a strip but self-contained,” “a plece but self-contained," 
"a province but self-contained,” “a municipality but eel/-contained,” 

“a region but self-contained," "a county but self-contained,” “big but 
self-contained” and “small but self-contained," Thus formed thousands 
of self-sufficient economic bodies whereby strips are formed within a 
strip, pieces are formed within a piece and all the strips or pieces 
bisect each other. Under svch a management pattern of natural economy, 
repetition in production and construction must occur, and there is no 
way to give play to advantage, avoid shortcomings or exercise the 
superiority of each unit. For instance, 62 machinery fectories of a 
certain province belong to different organizations; os a result, they 
all produce lathes of the same model. Also, » certain municipality gets 
14 automobile factories. Such a serious phenomenon of redundancy in 
production and construction and wasting lorge amounts of eoctsl wealth 
not only occurs in a certain province or municipality but occure In 
general throughout the whole country. It will te impossible to improve 
economic results if such a management pattern of »atural economy is 

not rectified. 


Second, another fundamental cause of iow results in our economy is the 


fact that the aspects of power, responsibility ane profit are not related 
in the system of management and operation and no one from the top to the 
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bottom would assume actual economic responaibiiity, in capitalist society, 
a capitaliat will ge bankrupt if he does not manage or operate well 

while an agent will be fired if he does not manage or operate well; power, 
reaponeibility and profit are unified and thus have no alternative but 

to pay attention to economic results, Our economic management lacks the 
syatem of economic responsibility; the handling of management or operation 
does not have a direct link with people's immediate economic interests, 

An enterprise or a department which has incurred certain losses can be 
treed from any economic responsibility and does not have to be punished; 
again, the person in charge of any plan or decision that goes wrong can 

be freed from any economic responsibility or blame no matter how much 

lose of waste has been incurred, Even if economic responsibility is touched 
upon, it only concerns the reaponsibility of workers or a cash penalty 

on the enterprise; there is no rule to hold the head of a factory, 4 
secretary of a party committee or the supervisor of a department responsible 
for any economic results, Such a situation cannot be allowed in the 
sociallat ayatem and is extremely unfavorable to the improvement of 
economic resulta, 


Third, political and economic turmoil are also a main cause leading to 
serious waste in the economy, Since the founding of our state, the 
losses of financial revenue suffered just during the several instances 
of turmoil have been great enough to build several scores of Anshan 
Steelworks. If losses in other areas are taken into account as well, 
the waste is even more serious, 


The following are in my opinion some suitable remedies to stop the low 
results of the economy: 


First, break free from the management system of natural economy and 
organize the economy according to the requirements of commodity economy. 
For example, economic functions should be organized according to 
economic regions, organs of state should no longer manage enterprises 
directly and so on, 


Second, strengthen the system of economic responsibility in economic 
hanagement, restructure the system of economic management according to 
the principle of unifying power, responsibility and profit as well as 
build up a perfect set of economic rules and regulations. 


Third, ensure a stable and united political situation, act according 
to economic capabilities and overcome the thought of striving for 
quick successes. In short, it is necessary to be practical and 
realistic and there must not be any more turmoil. 


A Reasonable Accumulation Rate Is an Important Factor To improve 
Economic Results-<by Chen Jiyuan [7115 0679 0337] of the Economic 
Institute of the Chinese Academy of Social Sciences 


is there any connection between the low results of our economy and the 
excessively high accumulation rate? Does the current act of taking the 


26 








read | uatmen of rations between accumulation and coneumption and the 


reduction in accumulation rate a8 4 malor measure CO boost eeonomi: 
results get to the heart of the problem’ Since economic sorkers or 
economiats alike hold different viewa on theae probleus, (t le necessary 


to discuss them thoroughly, 


The fact that results of our economy are poor ia net only shown In 
microeconomics but algo mainly shown on macroeconomics, Fer inetance, 
the accumulated investment on capital construction over the past 

2] years (counting from 1958) has been more than 500 billion yuan, 

but the newly increased [fixed assetea are just more than 0 hundred 
billion yuan [figure as princed|, which is only about 60 percent of the 
total amount of investment, The annual consumption of energy in our 
country is roughly the same ae that of Japan, but the indveteial products 
manufactured are juet one-fourth that of Japan. Owine ‘o the shortage 

of energy and the waste caused by the low utilise cion ration, about 

20 percent of the production forces of many of our industrial enter 
prises have not been utilized or given to play. The reasons accounting 
for thie are because, on the one hand, resulte of economic activities 

of the various enterprises, departments and regione are low, and then 
more importantly, because of the ‘rroneovus overall planning and arrange- 
ments ae well as the long-term imbalance in the proportions of national 
economy. The low results in microeconomica are aleo closely related 

to these factors. Where capital conetruction is concerned, someone 

has used the following description: {ff the waste incurred in construction 
is measured in unite of a million yuan, then the waete incurred in design 
has to be measured in unite of 10 million yuen, while the waste ineurred 
through erroneous planning and arrangements often have to be measured 

in units of 100 million yuan, Since the 1970's because the capttal 
construction front is too extended while the manpower, material resources 
and financial resources are used in a diversitied way, construction periods 
are generally extended by onefold and the work cost also increases by 
about onefold as compared with those during the ‘Piret Five-Year Plan (FYP)" 
period. For instance, the average investment to bring about the conm- 
posite production forces required to produce |! ton of steel during the 
"Fourth FYP" period was 80 percent more than that in the "Firet FYP" 
period, while che average investment to mine 1 tom of coal was more than 
double, The most important reasons leading to erroneous planning and 
arrangement are that we have lopeidedly atressed the priority tn develop- 
ing heavy industries and because of the high accumulation thus followed. 
Consequently, a cycle like thie is formed: in order to heave more 
development in heavy industry, it is necessary to hove more accumulation; 
in order to realize more accumulation, the manufacture of means of 
production must be expanded and ‘uveetment in capital construction is 
concentrated in heavy industry; then people are orced to accumulate 
more. in this way, investments in agriculture and light industry as 

well as che corresponding guarantees in goods and materials must be 
reduced, This affects the development of agricu!cture and light industry, 
causes serious imbalance of proportions and relations within the national 
economy and enormous waste cf social labor. 
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Over the past 30 years, accumulation rates of the various periods were 
generally excessively high and results of the economy were not good 
except during the "First FYP" period and the J-year readjustment 
period when the accumulation rates atood at a more appropriate figures 
of 22-25 percent and economic results were relatively better, For 
instance, during the "Second FYP" period, the accumulation rate was 
10,8 percent but average annual growth of total industrial and agricul- 
tural output value was just 0,6 percent; total agricultural output 
Value, imetead of going up, decreased by an average of 4,3 percent 
each year and, although total industrial output value increased by an 
average of 3,8 percent each year, labor productivity of all the workers 
in state industrial enterprises went down by 5.4 percent, During the 
"Fourth FYP" perled, accumulation rate was as high aa 33 percent, the 
highest ainee the founding of the state, but development speed of 
nationel economy was the lowest of all periods except the "Second FYP" 
period, ‘xpertences have proved that under the current conditions of 
our country, it is more appropriate to keep the accumulation rate at 
the level of those during the "First FYP" and the 3-vear readjustment 
periods; an excessively high accumulation rate will, instead of 
bringing about a high speed in the development of national economy, 
generate opposite effects, 





Various resulte show that the low effects of our national economy are 
net unrelated to the excessively high accumulation rates of the past 

and the relations are very great indeed, In order to stop such a 
situation so as to overcome the imbalance in the proportions of national 
economy and improve people's living standards step by step, it is 
necessary to readjust the proportion of accumulation to consumption and 
reduce the accumulation rate. In our opinion, this is the key to 
improving economic results. 


Well, why can't the current accumulation rate of our country be too high?’ 
Basically, this is decided by the facts that the level of economic 
development in our country is not high and the level of people's con- 
sumption is relatively low. 


Firet, because the level of productivity in our country is not high, the 
amount of surplus labor that can be provided by laborers cannot be too 
much. For example, for the last 20 years, agricultural laborers engaging 
in the production of staple food have each only been able to produce 

all alone about 2,000 jin of staple food a year; taking away the part 

for compensating the consumption of materialized labor during production 
and the part for maintaining the life of the laborer himself and his 
family, there is not much left for accumulation. Workers create a higher 
annual net income per capita than the peasants and can provide society 
more profits and taxes, a considerable part of which, however, has to 
become the social consumption fund. In particular, our country has a 
huge population and before the situation of several hundred million 
people engaging in staple food production has basically been switched, 











it in obvious that the accumulation provided by the surplun jubor of 


workers and prearahts cannot be roo much, lf the accumulation rate ta 
toe high, the part be longing to é@aaential labor will unavoidably be 
infringed upon in order to put aside the part essential to people’; 


daily life for accumulation, and will affect the necessary improvement 
of people's dadly life and thus dampen che soctaliet enthusdeam of 


the laborers, Thia is contrary to the requirement of the tundamental 
socialist economic law and definitely leade io a decline in eeonomtle 
resulte, 


Second, the national income of our country ia low and ite growth ta slow: 
this also does not allow an excessively high accumulation, ‘The degree 
of accumulation rate is determined by the development apeed of 
industrial and agricultural production aa we!! ae the growth rate of 
national income, Only when production developa apeediiy and national 
income increases rapidly can a larger amount of national income be set 
aside as accumulation funds. After entering the 1960's and until 1976, 
the growth of per capita national income in our country wae slow and 
lagged behind those of the economically advanced countries in the world, 
Besides, the agricultural productivity and labor productivity of our 
country are very low and cannot afford an excessively high rate of 
accumulation, Especially now that our country ia to the period of read- 
justing the national economy, there should not be and cannot be an 
excessively high rate of accimulation, 


Moreover, these years we have owed too much debt in people's daily life. 
These debts have to be repaid step by step along with the development 

of production. From now on, bringing about excessively high accumulation 
by sacrificing people's living etandards must not and should not be 
continued, 


Since 1979, the state has done a lot and achieved certain results in the 
aspect of readjusting the ratio and relation between accumulation and 
consumption, Jiough it is not possible to readjust the ratio and relation 
between accumulation and consumption and reduce the rate of accumulation 
instantaneously, we can nevertheless reduce the accumulation to a suitable 
limit step by step provided that we closely link readjusting the 
structures of accumulation and consumption and readjusting industrial 
structures, then we can achieve the aims of overcoming proportional 
imbalance of the national economy, insuring persistent development of 
national economy and improving economic results of the whole society. 


To Strive for Economic Results Is the Basic Principle in Organizing and 
Managing the Socialist Economy--by Zhang Shuguang [1728 2562 0342) of 
the Economic Institute of the Chinese Academy of Social Sciences 


In a socialist society, ail economic activities as well as ali works of 
planning, organizing, operating and managing shou.d on the one hand make 
it a central target to improve economic results of social production and 
reproduction, while on the other hand use the economic results obtained 
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an Posie standards to measure their own performances and results. Whether 
an enterprise is advanced and has vitality is not determined by its huge 
stati, excellent equipment or large setup, but rather by the conditions 
of tts economic results and how much it has contributed to improving 

the results of the whole national economy, Sy the same token, whether 
an economic polley is succesaful or not is not determined by the status 
of the policy maker but by whether or not it conforms to the objective 
economic lawa and also has to be decided ultimately by the actual 
economic results it obtains, For inatance, when we restructure the 
systems of economic management, expand the power of enterprises, practice 
all forme of alliance and develop professional cooperation, our aim 

is to bring about suitable integration of the economic interests of the 
utate, the locality, the enterprises and the individuals so that the 
structure of social production and division of labor in our country can 
hecome scientific and rational and thus create the conditions for 
improving economic results. Therefore, the answers to the questions of 
how the restructuring be carried out, the ways and steps to take and 

the extent of reetructuring must all fit with the development of pro- 
ductivity in our country and be based on the standard of whether maximum 
economic results, especially results of the national economy, can be 
obtolmed, Again, when we readjust the proportions of national economy 
and improve the structure of national economy our aim is in fact to 
reallocate social labor in a planned way in all sectors and all depart- 
ments of the national economy so as to ensure a harmonious equilibrium 
as well as the best integration of speed and proportions in the national 
economy. This is the most important condition for obtaining maximum 
results of national economy. Conversely, the answers to the questions 
of whether che allocation of labor is appropriate, whether the economic 
structure is rational and in the best proportion and whether the speed 
is appropriate are all determined by whether maximum results of national 
economy can be obtained, 


for many years our economic results have been relatively poor, and they 
are getting worse. The immediate cause lies in the fact that we do 

not recognize this basic principle of socialist management, violate 

it and even criticize its common version of "the least is the greatest" 
(to obtain the greatest practical effects with the least labor consumption) 
as revisionist. If we say that the microeconomic results of individual 
enterprises have not been given adequate attention by us so that enter- 
prises do not have any power to act on their own in management nor have 
any inherent motive power, spare no expense without considering the needs 
and even have losses persistently, then even less attention has been paid 
to results of national economy or the macroeconomic results which have 
even not been brought into our schedule of economic development and 
planning work. 


Iwo basic problems must be solved if striving for economic results is to 
be taken as the fundamental principle of socialist management. The first 
is to correctly understand its relationship to the fundamental socialist 














economic law; the other is to correctly understand its relationship to 
the law of value. In my opinion, the fundamental economic law has not 
only specified the end of socialist production and the means to achieve 
this end, but also included the form of combining the end and the means 
or the mechanism in which this law produces effects, Continually 
improving economic results of socialist production and reproduction Is 
such a form and mechanism, It embodies the objective requirements 

of the fundamental economic law and is the external expression of the 
internal unity of the end of soctalist production and the means to 
realize this end, The results of fundamental socialist economic law 

are precisely realized through raising the economtc results of production 
and reproduction, In the past, the Link between the two were cut apart; 
while the end of socialist production was ignored, the prerequisite of 
striving for economic results was also abandoned, Therefore, the 
development of production obtained on the basis of reducing economl« 
results was only attained by relying on increasing the  onsumption o! 
labor and intermediate products; it did not lead to eny tnerease tn final 
products or improvement in people's living standards. 


Striving for economic results is also a demand of the law of value. 

In the socialist commodity economy, enterprises treat each other as 
relatively independent commodity producers, This forme the general 

basis of social economic connections, while the law of value still plays 
the role of regulating the various aspects of social economic life; 

it not only urges enterprises to keep improving technology and manage- 
ment as well as to strive for greater results but also dictates that 
management of enterprises and departments as well as organization of 
regional economy must take as prerequisites the division of labor and 
exchanges throughout the country. It further dictates that arrange- 

ment of the development of the whole national] economy must even take 

into account the requirement of socialized production and use the 

extent of economic results as a basis for decisionmaking. In the past, 
we stressed "big but complete," "small but complete,” self-sufficiency 
and having a system of one's own, ignored circulation, lopsidedly 
exaggerated the effects of a program, denied the problem of market 
realization in socialist reproduction and the effects of market mechanism 
in organizing and regulating socialist economy and so on. These policies 
directly violated the principle of socialist management and were incom- 
patible with the demand of improving economic results. Hence, how to use 
the lever of value to raise economic results is still an important 
subject facing us. 


CSO: 6006 
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[Article by Wang Jiye [3769 4480 2814] of the Economic Research 
Institute of the State Planning Council: "On Macroeconomic Results") 


l[iext) In socialist construction we must pay great attention to economic 
results. Every enterprise, department or locality must pay attention 

to economic results. We must pay even greater attention to the economic 
results for the entire national economy. We must consider both immediate 
and long-term economic results. The overall and long-term economic 
results in the national economy are called macroeconomic results. 
Conscientiously studying macroeconomic results is of great significance 
to formulating long-term plans for economic development, promoting the 
sound development of our country's economy and quickening our country's 
four modernizations. 


1. Soctalist Construction and Macroeconomic Results 


We must pay attention to macroeconomic results in socialist economic 
construction. This is historically inevitable in the development of 
social production. Ina feudal society, the self-sufficient natural 
economy occupied a dominant position and the commodity economy was in 
an embryonic stage. To talk about economic results was rather simple: 
generally, this was a direct comparison of labor employment and con- 
sumption to use value, and there was no question of reflecting economic 
results in the form of value. The scope of study of economic results 
was also very narrow. It was generally limited to individual dispersed 
production units and there was no question of assessing macroeconomic 
results. In the capitalist economy, the commodity economy is dominant 
and people pay increasingly greater attention to economic results. 

Not only is the form of commodity value widely used, a more marked 
feature is that the comparison of labor employment and consumption to 
the yield by labor becomes the relationship between capital and surplus 
value. Economic results are manifested in the results of capital. 

The primary concern of the capitalist is not the amount of labor con- 
sumption but the amount of capital expenditure. To extort as much 
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surplus Value as possible with the same amount of capital is a tremendous 
motive force in the development of capitalist production, {nm addition, 
assessing the reaults of capital ie not merely the concern of some 
individual capitalists, It ia a target of great attention for a)) 
capitalists. The formation and mighty role of the average profit rate 
fully illustrate this point, However, the means of production are owned 
by the capitalists, among whom contlicts of interests exist, so that 

they will not consider economic results from the angle of the entire 
society. The capitalists crave using the same amount of capital to reap 
superprofits, which are higher than the average profit, ‘They mainly 

care about microeconomic results, and macroeconowic results are formed 
and achieved only under the combined effort to achieve wleroeconomic 
results. Consequently, macroeconomic results are inevitably marked by 

a very high degree of blindness and spontaneity and are often accompanied 
by a colossal loss and waste of social wealth, AJ! these are due te 

the nature of capitalism, 


The socialist economy is a planned economy bull mn the foundation of 
the public ownership of the means of production, It enables people to 
plan the working time of social labor and achieve a balance between 
social production and social neea.. The soctalist economy is also a 
commodity economy, which makes it possible in economic lite to strive 
for economic results within the scope of the whole society by using 

the law of value in a planned way. In socialist economic. construction, 
we should labor force [as printed], rationally exploit natural resources, 
correctly plan the distribution of production, appropriately plan the 
speed of national economic development and the major proportional 
relationships and persistently strive for macroeconomic results. In 
socialist economic construction we should and we can more satis!actorily 
s:rive for macroeconomic results. This is dve to the nature of 
sccialism. 


Our country's socialist economy was built on the foundation of a semi- 
feudal and semicolonial society. The self-sufficient natural economy 

is still quite predominant and the commodity economy is not wel) 
developed. This characteris.i°: of our country's economy affects various 
aspects of our socialist construction and is markedly reflected in the 
economic results. Specifically, we often view the socialized large-scale 
prodiction of socialism from the narrow perspective of the small-scale 
peasant economy and we do not quite understand the importance of macro- 
economic results. Moreover, because the commodity economy is not well 
developed, we tend to ignore or negate the role of the law of valve. 

If the law of value is negated when the commodity economy actualiy 
exists, it will be impossible to discuss econom’c results, especially 
macroeconomic results. In the past, we very seicom considered macro- 
economic results when making long-term plans. Many losses resulted and 
the lessons are profound. Below are some important experiences. 


First, economic results were not emphasized in economic construction work. 
In 195¢, our party put forward the general line of building socialism 
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with greater, {aster, better and more economical resulta, and thia 
reflected the requirement of paying attention to economic results, 
Regrettably, however, during the implementation we often merely 
emphasized quantity and speed and ignored quality and economy, We 
merely wtrived tor liigh speed without caring about proportlonate deve lop- 
ment, We merely stressed the quantity of products without attaching 
prime importance to preduct quality, We merely cared about increasing 
the capital conatruction investment without correspondingly improving 
the eftectivenesse of investment. Serious losses and alarming waste 

were the direct consequence of ignoring macroeconomic results, For 
example, tor a long time the policy concerning energy resources was 
unstable and there were frequent switches in choosing between using coal 
or oil, between developing coal mining in the north or in the south and 
between hydroelectric power or thermal electric power. Many losses 
resulted, There was also inestimable waste due to the disparity between 
output and needs and due to the blocking of the channels for the flow of 
economic activity. The people practiced thrift and struggled hard to 
accumulate funds for economic construction, but appropriate results 

were not achieved in the use of these funds. 


Second, we did not pay great attention to macroeconomic results in 
planning. For a very long time, our economic planning was aimed at 
high targets, high speed and high accumulation rates. We judged speed 
only by the output value without relating it to economic results. 
There was repeated double counting in calculating the economic growth 
rate on the basis of total output value, so that the growth rate could 
not accurately reflect the actual economic growth. When handling the 
relationship between speed and proportion, we overly-emphasized speed 
and even sacrificed proportionate development to insure achieving the 
so-called high speed, When handling comprehensive equilibrium, we 
were guided by the ideology of so-called "active equilibrium." We 
left gape instead of some margin in our national economic plans. 
Sometimes comprehensive equilibrium ceased to exist except in name. 
Even when we paid some attention to comprehensive equilibrium, we 
emphasized equilibrium in terms of real goods but not in terms of value, 
and we emphasized equilibrium in production while neglecting that 
between production and needs, in particular the people's daily needs. 
Consequently, in some years the equilibrium in the three major areas-- 
finance, materials and credit--was disrupted and the macroeconomic 
results were radically worsened. When handling regional economic 
distribution, we did not emphasize the focal points or suit measures 
to local conditions. We made a simple clearcut categorization and 
required all localities to advance abreast, so that the inherent 
economic superiority of each region could not be fully brought into 
play. As to the economic (industrial) structure, we paid attention to 
heavy industry and neglected agriculture and light industry. We did 
not make proper plans for population, scientific undertakings, culture, 
education and the service trades to suit them to the needs of economic 
development. Disregarding macroeconomic results in economic planning 
was an important cause of the frequent occurrence of imbalance in our 
national economic development. 








Third, our economic management system was unfavorable to improving 
economic results, Any economic managemen ivetem should be tavorable 

to achieving better macroeconomic reaults., This was not so in our 
country, Our management syetem artificially cut up the natural link: 
inherent in economic activities into varfous regions ond rules and 
regulations, Under such a savetem, even thourh we pald attention to 
economic results, we could not achieve che best macroeconomic reaguits. 
For example, we should have tully considered the macroeconomic results 
in the comprehensive use of coal. Our country has abundant coal re- 
sources and the development of the coal and related chemical industries 
enjoys broad prospects. Quickening the development of the coal tar 
processing industry on the existing foundation of the coal and coke 
industry will help provide more products for light industry and the 
pharmaceutical industry. Moreover, generating electricity at the coal 
mines can greatly relieve the ressure of transporting coal However, 
under the past management syste, when the coal departments wanted to 
develop the production of chemical raw materiais or the power industry, 
they were inevitably restricted in investment or other respects. Another 
example concerning coal resources is that the coal reserves in the 
several provinces south of the Changjiang River are not sbundant and the 
geo logical conditions there are cunplicated, fFxcavatinyg coal there needs 
a large investment and yields poor economic results. However, to 
observe the slogans calling for self-sufficiency, torming relatively 
complete industrial systems and "changing the situation of transporting 
coal from the north to the south," we had to open up coal mines even 
where there was no coal and make steel where there was no iron. 
Consequently, regional superiority could not be brought into play but 
was conversely nullified. tWeavy burdens prevented advancing with light 
packs. Thus, we can see that if the economic management svsten is not 
restructured, we cannot strive for macroeconomic results. 


Fourth, ideologically and theoretically, the law of value was ignored. 
In a commodity economy, we not only need to consider economic results 
from the angle of use value as in a natural economy, but we must also 
consider them from the angle of value. To do this, we must highly 
respect the role of the law of value. To act according to objective 
economic laws in a commodity economy, we must first act according to the 
law of vaiue. Otherwise we cannot achieve the best economic results, 
in particular the best macroeconomic resuits. The several fluctuations 
in our national economic development were very clove! related to our 
wavering understanding of the law of value. Whenever we did things 
according to the law of value, the economic situetion improved. 
Otherwise, setbacks would occur. 


After smashing the "gang of four," our country has achieved gratifying 
success in economic construction. However, we must also see that there 
are still many problems and difficulties. To enatie our national 
economy to develop continuously and healthily, aside from taking other 
measures, we must conscientiously pay attention tc macroeconomic results. 
This is a basic question. We must do so not only because under the 








existing pricing system, price ditters trom value and microeconomic 
results (like those for an enterprise) are often poor, Even if price 
roughly agrees with value, merely paying attention to microeconomic 
results is inadequate, because they cannot replace macroeconomic 
results, The latter are overall economic results which are not merely 
the economle results ot production or circulation but are those of 

the whole socialist reproduction process, We can correctly observe 

and assess macroeconomic results only by studying the mutual constraints 
and interrelationships among production, exchange, distribution and 
consumption, which are considered as forming a unified whole, Macro- 
economic results are the results of unifying the value and use value 

of social products. If we disregard the realization of value and use 
value, we cannot accurately judge the macroeconomic results from the 
viewpoint of use value alone or of value alone, Macroeconomic results 
are also long-term economic results of strategic significance which are 
related to the overall and tuture national economic development. In 
view of all these, we cannot simply aggregate microeconomic results. 
Macroeconomic results should be independently discussed and studied 

as a major problem in socialist economic construction, 


ll, Macroeconomic Policies and Macroeconomic Results 


Macroeconomic policies determine macroeconomic results. Basically, 

the magnitude of macroeconomic results depends on whether macro- 
economic policies are correct or not. Therefore, to improve macro- 
economic results, it is not important to work at macroeconomic policies. 


Should macroeconomic policies emphasize the economic growth rate or the 
unity of speed, proportion and results? This is the prime problem 

in macroeconomic policymaking. The basic aim of socialist production 
is to satisfy the people's constantly increasing material and cultural 
needs. Production is to satisfy the needs and money is spend for 
desirable results. To grasp production without caring about needs 

or to spend money without caring about results is contrary to the aim 
of socialist production. For a very long time in the past, we took 
high speed as the central aim of economic development, so that high 
speed actually became the focus of macroeconomic policymaking. Although 
this cannot be said to be completely wrong, there was a problem of 
ignoring economic results and not regarding the achievement of economic 
results as an important principle for economic construction. Although 
the economic growth was rather rapid, the people's livelihood was not 
correspondingly improved. 


There are close links and mutual constraints among economic growth rate, 
proportion in development and economic results. However, each of these 
three categories has its own characteristics and cannot take the place 
of any other. Speed is not the same as economic results. For example, 
the speed of output growth is a comparison of the movement of the 

same planned statistical item (like output or output value). It is not 
a comparative relationship between the fruits of labor and labor 
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employment and consumption, The same reasoning applies to ths proportion 


in economic development, for exam le, the preport ion of induatry to 
agriculture is a quantitative comparison of thet: erces or net output 
value and is not a comparative reiationship between the frutte of labor 
and labor employment and consumption, Therefore, high soeed of proper 
proportion does not necessarily bring about pood result heonomic 
results are an economic category and planned statiatica!l tem coexieting 


with speed and proportion, Otherwise, If economic results are taken 

as implicit in speed and proportion, the significance of economic resulta 
will be greatly derogated, their role and their statue as a separate 
entity will be denied and they oannet be easily apeectiically assessed, 
Macroeconomic results are measurable and provide 4 basin tor specifically 
assessing in one aspect the economic growth vate and the proportional 
relationships, so that we can judge whether the economic growth rate 

is really high and whether the proportions in cconumic development are 
most appropriate. Practice has proved that we can lave the best apeed 
and proportions only when macroeconomic results are good. Tor « very 
long cime, people only talked about high apeed but not the moet appropriate 
speed, This reflects one-sided understanding. High speed is not 
necessarily the most appropriate apeed and a rather low speed te also 

hot necessarily the poorest speed If we ignore macroeconomic results, 
we will lose the criterion for judging wether the proportions or speed 
are appropriate, Therefore, when planning the economic growth rate 

we must consider many aspects: whether simple reproduction ts duly 
planned, whether the people's Livelihood can be improved, whether the 
economic results are improved and so on, Un thie baste and according 

to needs and feasibility. we must do only wreat we are capable of, 
conscientiously plan exponded reproduction wel! and etrive tor the best 
speed and results of economic development. 


How can the accumulation rate be appropriately apecified’ This is another 
major macroeconomic policy which cirectly affects macroeconomic results, 
An important prerequisite for properly planning the accumulation rate is 
that the people's livelihood should be gradually improved and the 
accumulation funds must be insured by availebie means of production and 
means of livelihood. Our country's people etil! have a low standard 

of living. In 1979 the per capite natiors! income was only %%47 yuan 
(equivalent to $223.90, computed from rei: vant figures in the | May 1980 
RENMIN RIBAO article: “Bulletin of the National Statistical Bureau on 
the Results of Implementing the 1979 National Economic Plans’) and the 
accum'ation rate should not be too high. of course, the accumulation 
rate is also variable. With the growth in the nationa! income, it is 
permissible to slightly raise the accumulation rate. But the problem 

is that during some of the 20 years or more after the First Five-Year Plan 
period, a high accumulation rate did not bring aout a really high speed. 
We believe that it is inadequate to merely look at output growth (for 
example, industrial or agricultural output growth) when we study the 
relationship between accumulation rate and economic growth rate. The 
basic aim of accumulation is principally to satisfy the people's 
material and cultural needs. Therefore, we should consider accumulation 
in relation to the national income and the growth in the people's 
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consumption, lt is inappropriate to judge whether the accumulation 
rate is high by me.ely looking at the output growth rate without 
caring about the magnitude of the rise in the people's atandard of 
Living, 


Let us firet consider the internal link between the accumulation rate 
and the economic growth rate, There is a viewpoint that a high 
accumulation rate is necessary for 4 high growth rate and that a low 
accumulation rate will inevitably retard the economic growth rate, 

One basis for this viewpoint is that Stalin said: “Accumulation is 

the only source of reproduction,” 1 think that this thesis is correct 
only under the extended condition of an expansion in reproduction, In 
real economic life, the economic growth rate is determined by both the 
accumulation and those factors invo) ving expanded reproduction, It is 
even possible that though accumulation does not increase, the economy 
will still grow at a considerable rate as a result of measures such as 
tapping potentials, raising labor productivity and improving management, 
Therefore, we should not think that a relatively low accumulation rate 
will invariably bring about a low rate of economic development. In the 
argument that lowering the accumulation rate will inevitably lower the 
economic growth rate (for example, the rate of national income growth), 
the point ignored is exactly the results of accumulation, We know that 
the national income growth rate is the product of the accumulation rate 
and the accumulation coefficient. Suppose Y denotes the national 

income and S denotes the amount of accumulation. Then the national 
income growth rate isa the increase in Y divided by Y, the accumulation 
rate is S divided by Y and the accumulation coefficient is 8 divided 

by the increase in Y. The accumulation coefficient is the accumulation 
fund needed to increase the national income by 100 yuan. (This coefficient 
is a common term used in economic work, Judging from the meaning of the 
fraction of 8 divided by the increase in Y, it is more appropriate to 
call it the ratio of accumulation fund to output.) Thus we have the 
following equation: increase in Y divided by Y is equal to the ratio of 
the fraction S over Y to the fraction S over increase in Y ... equation (1) 


Fyuation (1) shows that the national income growth rate is directly 
proportional to the accumulation rate and inversely proportional to 

the accumulation coefficient. If the accumulation coefficient is constant, 
the higher the accumulation rate, the higher will be the national income 
growth rate, and vice versa. If the accumulation rate is constant, 

the higher the accumulation coefficient (that is, the poorer the results 
of accumulation), the lower will be the national income growth rate. 
Theretore, to achieve a given national income growth rate, we may either 
raise the accumulation rate or lower the accumulation coefficient. Thus, 
when we analyze the economic growth rate, it is incorrect to consider 
only the accumulation rate but not the economic results. However, we 
should also not believe that if the economic results are good, the 
accumulation rate is unimportant. Such a view is disputable. Without 

a certain level of accumulation rate, the development of socialist 
production is also impossible. After all, accumulation is an important 
source (though not the only source) of expanded reproduction. 
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Next, let us consider the relationship between the a umulation rate 
and the results of accumulation, From equation (1) it is eaay te 
deduce the formula that the accumulation rate is equal to the product 
of the national income growth rate and the accumulation coefficient, 
That is; 8S over Y is equal to the fraction of the increase In Y over Y 
multiplied by the fraction of § over increase in ) ; Equation (2) 


Equation (2) shows that if the national ineowe growth rate is held 
constant, the higher the accumulation coefficient (that ia, the 

poorer the results of accumulation), the higher will be the required 
accumulation rate, or vice versa, If the acewmlation coefficient ta 
kept constant, the higher the national income growth rate, the higher 
should be the accumulation rate, and vice versa, The practice of our 
country's economic construction telle us that during the First Five= 
Year Plan period, the accumulation rate wae only 24.4 percent, the 
national income growth rate was 8.9 percent, various relationships 
were rather well balanced and the people's livelihooe wae cone iderably 
improved, An important reason was the good results of accumulation, 
In some of the subsequent years, in particular after 1970, the accumula- 
tion rate was always maintained at above W percent, but the resulte 
of accumulation were poorer than “hose in the Firet Five-Year Plan 
period, 


Our preliminary conclusion from the analysis above is that the basic 
factors determining the accumulation rate are the national income 

growth rate and the accumulation coeffictent (the results of accumula- 
tion). Therefore, when deciding on an accumulation rate, we must 
consider both the national income growth rate and the results of 
accumulation. In our country's economic planning work, both the national 
income growth rate and the accumulation rate have alwaye been taken 

as important targets. This is correct. Sut the problem is that very 
often the accumulation coefficient (the results of accumulation) was 

not set as a planning target. We believe that when formulating long-term 
plans, we must determine not only the appropriate national income growth 
rate but also the accumulation coefficient and we must determine the 
accumulation rate on this basie. tn other words, when the national 
income growth rate and the accumulation coefficient are determined, the 
accumulation rate will be a fixed number and not just data generalized 
from observations and experiences (including historical experiences). 


By relating the national income growth rate to the accumulation coef ficient 
from the viewpoint of macroeconomic policymaking, we ave expounded some 
problems related to the determination of the accwwlation rate. Of 
course, we may also use other methods of macroeconomic analysis to 
determine the accumulation rate. They heave been expounded in some 

articles published in our country, and so we will not discuss them 

again. (See article by Dong Fureng [5516 6534 4356]: "A Study of 

Certain Problems of Methodology in Determining the Proportion of 
Accumulation to Consumption" in JINGJT YANJTU, Ne 11, 1959.) 
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Shouid we develop more enterprises with a greater concentration of 
capital or develop more enterprises with a greater concentration of 
labor’ Should we develop more large enterprises or develop more 
nediumesiged and small enterprises’ This is another major economic 
poliey invelving macroeconomic results, Our country does not have 

ample funds for eeenemic construction, To enable the funds to yield 

the optimum results, it is extremely important to choose the correct 
direction of investment and to formulate appropriate policies for 
technology, We all know that those enterprises with a greater concen= 
tration of capital need a greater investment, have high labor 
productivity but employ fewer workers (these quantities are calculated 
on the basis of the capital-equipment coefficient), Those enterprises 
with a greater concentration of labor need a smaller investment, 

employ a larger iabor force but have a lower labor productivity. On 

the other hand, the enterprises with a greater concentration of capital 
take a long time to recover the capital and their capital turnover is 
slow. However, thoge with a greater concentration of labor take a short 
time to recover the capital and their capital turnover is rapid, If 
capital te mainly invested in the enterprises with a preater concentra=- 
tion of capital, the problem of labor force cannot be wel! solved, How- 
ever, if capital ie mainly invested in the enterprises with a greater 
coneentration of labor, it would affect the raising of social labor 
productivity and bring about poorer macroeconomic results. By technologi- 
cal transformation we can drastically raise the labor productivity in 
the enterprises with a greater concentration of labor and reduce the pap 
in labor productivity between them and the enterprises with a greater 
concentration of capital, This is a way out, of course, but this cannot 
be easily achieved in a short time, Therefore, for a considerably long 
time to come, it will be an objective fact independent of man's will 
that in our country the enterprises with a greater concentration of labor 
will coexist with those with a greater concentration of capital, and 
advanced with those with a greater concentration of capital, and advanced 
technology will coexist with intermediate and backward technology. The 
problem is how to integrate them more satisfactorily. To achieve this, 
it is important that first, we must pay individual attention to the 
enterprises, which means that we cannot indiscriminately think that in 
every industry of trade the enterprises with a greater concentration of 
labor have poor economic results and that those with a greater concentra- 
tion of capital will have good economic results. Second, we must pay 
attention to conditions. It means that everything should proceed from 
economic results, and the combination of large, medium-sized and smal! 
enterprises should be practiced if desirable and not practiced compul- 
sorily if undesirable. Consider the examples of industries like iron 
and steel, chemical fertilizers and so on, in which the productive 
capacity of large enterprises with a great concentration of capital 
cannot yet be fully exploited. However, factories are being built 
redundantly in some piaces. This will inevitably lead to the scattering 
of capital tunds, the shortage of materials, raw materials, fuels and 
motive power and a drastic worsening of macroeconomic results. If we 





can break the barriers of Localities, departments ane the syetem of 
ownership, if we can let the large factories lead the small ones and 
let the esmali factories coordinate with the large ones, and if we 

can direct the amali factories to develop toward hecoming perfect and 
highly specialized, then the eeonomie results of bet) larae and small 
factories will be improved, tif this is tmpracticable, we may aleo 
encourage diverting the funde for building emai! factories to building 
iarge ones and distributing dividends according to investments to 
satia’y the needs of the localities in developing production and 
improving the people's livelihood, shies will aleo help improve the 
results of using the funde and the economic resulta will definitely 

be much better than scattering the ‘unde and building redundant 
factories, As for medium-sized and emall enterprises in industries 
like textiles and electronics, some of them have intermediate technology 
and some have considerably advanced technology. if such industries 
practice the combination of large, medium-sized and emal! enterprises 
and the combination of advanced, intermediate and backward Cechnology, 
the macroeconomic results will probably be good, On the whole, while 
using the existing technology, some branches of heavy induatry should 
primarily develop large enterprises with a preat concentration of 
capital and with more advanced tecunology. Light industry should 
primarily develop medium-sized and small enterprises with a great 
concentration of labor and with intermediate or even backward 
technology (including manual labor). We ‘hink that it is correct and 
it suits our country's conditions to emphasirvre developing more enter- 
prises with a great concentration of labor and with internediate 
technology. However, we cannot on account of this neglect the develop= 
ment of large enterprises with more advance’ (cchnology and with a great 
concentration of capital. Only thus can we ntegrate the twadiate 
economic results with the long-term economic results, ‘nterrate advanced 
technology with intermediate or even backward technology and compre- 
hensively improve the macroeconomic results. 


Should we develop coordination among specialized enterprises or build 
enterprises which are "large and complete” or “smal! and compiece?" This 
is also a major question in macroeconomic policy-making. Socialist 
production is socialized large-scale production. Under the unified 
state planning, we should practice division of labor and coordination 

on a full-scale, let the strengthe offset the weaknesses, enable each 

to supply what the other needs and practice exchange at equal value, 

so that we can achieve better economic results. However, the system of 
natural economy marked by "large and complete" and “small and complete” 
impedes the implementation of coordination among specialized encer- 
prises, blocks the channeis of commodity distribution and brings 

about lower social labor productivity, higher consumption of necessary 
social labor for the products and poor economic results. To strive for 
good macroeconomic results, we must adopt correct macroeconomic policies, 
remove these obstacles and organize socia) economic activities according 
to the needs of socialized large-scale production and of the markets, 
only thu. can we lower the consumption of the necessary social labor 
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lor the products of generate more use value with the same amount of labor, 
lo achieve this, competition is indispensable, To strive for good 
economic results without launching competition is unimaginable, Only 
competition can break the artificial barriers and shatter the self- 
aufficient economic system which has been a headache for many years, 
Only competition can help fully bring the economic superiority of 

each leealaty inte play and force some enterprises to improve their 
Management, lower their production costs, improve their product quality 
and atrive for good economic results, Only competition can promote 

the joint development of enterprises and coordination among specialized 
enterprises, Of course, it should be seen that competition will 
inevitably bring about some degree of spontaneous blindness in the 
economy and may even cause losses and waste, This is indubitable, 
Without the guidanee of state planning, the macroeconomic results 
schieved under the combined forces of competition will not be most 
desirable, because in competition each enterprise paya more attention 
to aieroeconomic than macroeconomic results, Microeconomic and macro- 
economic resulte can be better harmonized only by strengthening the 
guidance of state planning, fully bringing the role of various economic 
levers into play, integrating planned adjustment with market adjustment 
and taking other suitable measures, Under the existing economic 
mafagement eyatem (in particular the pricing system), there is only a 
very narrow scope for market adjustment and competition. ven so, 
launching market adjustment and competition under the guidance of state 
planning will powerfully promote the development in macroeconomic 
results, 


Macroeconomic resulte are also affected by some other macroeconomic 
policies, like those concerning the reatructuring of various systems, 
the types of economic structure, resources and so on, We will not 
discuss them here. 


Macroeconomic policymaking is important. To implement it, the key point 
is that we must pay attention to macroeconomic results in long-term 
planning. In this sense, striving for good macroeconomic results must 
start with planning work. Miscalculation in planning will bring about 
the greatest waste and radically worsen macroeconomic results. Some 
people take the example that if the waste in the implementation of 
capital construction projects amount to a million yuan, the waste due 

to faulty deeigning will amount to some 10 million yuan and the waste 
due to miscalculation in planning work will often amount to some 100 million 
yuan, I think this example is quite to the point. Striving for good 
macroeconomic results is an urgent task in economic planning and is 
essential for long-term benefits. We must conscientiously study the 
question of macroeconomic results and raise our country's economic 
planning work to a new level. 





lll, Several Main Indicators for Assessing |.acroeconomic Results 


Macroeconomic results are not vague and intangible. They are an 
objective reality in economic construction, Our current task Le te 
formulate and select specific indicators to aseeaa them, What indica 


tora can reflect macroeconomic results! We think that several indiea= 
tors discussed below are important, 


the total social product or tinal product ia the indicator for the 

total quantity and the overall achievement of secial labor. This 
indicator shows the overall or final results of the labor input 
(materialized labor and living labor) in a country in | year, It 
comprehensively reflects the overall level of national economic develop- 
ment, Since the founding of the People's Republic, our country has 
invariably used the total value of industrial and agricultural output 

to reflect the scale and overall level of national economic development. 
Calculating the total output value by adding up the output of various 
factories involves a number of mistakes, (for a discussion of the mis- 
takes in the total output value, see my article: "On the Output Value 
indicator for Assessing Economic Results" in 4 February 1980 RENMIN RIBAO,) 
Therefore, the total output value cannot faithfully reflect the relation- 
ship between the quantity of labor coneumed and the fruite of labor and 
cannot be satisfactorily used to assess macroeconomic results. This 

is not so for the total social product, which measures the Cotal output 
value not on the basis of individual enterprises but on the basis of 

the whole national economy. It comprises the value of the initial 
[previous word underlined] materials and raw materiale (that is, the value 
of materials and raw matertals is counted only once) and the value 

added at various stages of production, It avoide the doubie counting 
caused by the transfer of value among various enterprises. The total 
social product is also different from the gross national product calculated 
by Western countries. Judging from the ecope of measurement, the former 
is the sum total of the use value created by the sectors of material 
production or the total value created by these sectors. The latter 
includes not only this but also the value of the services provided by 
nonproductive sectors and nonproductive labor. Judging from the 
composition of value, the former includes the value of the initial 
materials and raw materials as well as the value added by the sectors 

of material production, but the latter does not tnciude the value of 
materials and raw materiale. As an indicator of macroeconomic results, 
the total social product telis us the magnitude of the results of the 
labor input. If the quantity of social labor is the same in 2 years, 
the magnitude of the total social product will reflect the macroeconomic 
results. (The index which compares the quantity >! social labor consumed, 
including materialized and living labor, to the total social product, 

is different from the index of social labor productivity. I think the 
latter is the productivity of living labor.) The (otal social product 
must be represented by real material forms and also by the for of value. 
When represented by real material forme, the totai social product 
includes many products with different use vaiues, and therefore it must 
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bv syntheaiged with the help of fixed prices to reflect the overall 
results in material form of the total social labor employed, When 


represented by the form of value, the total secial product calculated 
according to value or current prices reflects the value formed by the 
total social labor consumed, Thus, the total social product is the 


moat general indicator tor asgesaing the fruits of labor, 


The national income reflects the quantity of soctal living labor and 
the fruits of sueh labor, lt ie the new value created by living labor 
in @ year and it reflects the final results of living labor consumption, 
[ts material torm is the means of production which can be used for 
expanded reproduction as well as the means of subsistence and the 
consumer goods for satisfying the people's daily needs. Because the 
national income does not include the value transferred, it can more 
accurately reflect the relationship between the quantity of living 
labor input in a year and the fruits of labor. It is not only an 
important indicator for assessing macroeconomic results, but is also 
the fundamental indicator used for calculating other macroeconomic 
result indicators (like those of capital funds utilization results, 
results of accumulation, labor productivity and so on). 


Social labor productivity reflects unit living labor and its results. 
(For a discussion of the methodology used in calculating labor 
productivity, see my articles: "Certain Problems of Methodelogy in 
Calculating Labor Productivity" in JINGJI YANJTIU, No 1, 1962 and 
"Conerete Labor Productivity and Living Labor Productivity” in JINGJT 
YANJIU, No 8, 1979.) Social labor productivity differs from the total 
social product and the national income. This indicator does rot 

reflect the total quantity and the results of social labor. It reflects 
the results of unit living labor (on the average). Therefore, it is less 
comprehensive than the two indicators mentioned above. By relaying the 
social labor productivity to the national income growth rate, we can 

see how much of the national income growth is achieved by raising labor 
productivity and how much by increasing the amount of living labor. 


The capital funds utilization results indices reflect the quantity and 
results of capital funds. The results of capital funds utilization 

can be measured from different angles and within different scopes. The 
most general capital funds utilization index is the ratio of the total 
capital funds to the national income. This ratio is called the co- 
efficient of capital funds used, It indicates by how much national 

income will increase when a given amount of capital funds are used. 
\nother {index is the ratio of capital funds and profits to tax revenue. 

it indicates the net revenue obtained by using a given amount of capital 
funds. In addition, there are specific indices of the use of capital 
funds called the indices of the results of capital funds are narrow areas. 
(me of these is the accumulation coefficient, which is an index comparing 
the accumulation funds to the increase in national income. At present, 

in all our country's planning and statistical work, the total accumulation 





fund i taken as the baasia for cai: ulating the accumulation coetficient, 
Actually, only the productive accumulation fund can create national 
income and only this part of the total funds can be compared with the 
increase in national income, Therefore, the accumulation coeffieient 
should be the ratio of the productive accumulation funds to the increase 
in national income. In comparing the accumulation coefficient figures 
over the past years, if the ratio of productive accumulation to non 
productive accumulation remains unchanged (generally thia ratio does 
change), we can still quantitatively compare the accumulation coefficients 
calculated according to the existing method, However, if this pro- 
portional relationship changes, a simple comparison of the accumulation 
coefficient figures over the past years will be ineorrect. Under this 
condition, it is necessary to adjust the accumulation coefficient according 
to the changes in the ratio of productive accumulation to nonproductive 
accumulation, Alternatively, we can directly calculate the productive 
accumulation coefficient. Then we can more accurately assess the results 
of accumulation fund use over the past years. Another capital funds 
utilization results index indicates the resulta of capital construction 
investment, Such results are generally expressed by the relationship 
between the amount of investment and the increase in productive capacity 
(benefits of projects) or assesse' by the number of years taken to 
recover the investment funds, Many comrades have discussed this in their 
articles, and so 1 will not discuss it again. 


The indicators mentioned above are "primitive’ or preliminary ones for 
assessing macroeconomic results, A more important question is how to use 
combinations of these indicators to assess the macroeconomic results of 
various economic policies as well as those of various systems of economic 
policies. To do this, we must perfect the methods of calculacing these 
indicators and start to consider and formulate the index systems for 
assessing macroeconomic results. Then various indicators can form an 
organic and interrelated whole and we can then know the overall macro- 
economic results from their mutual constraint. We can further analyze 
the role of various factors affecting macroeconomic results and draw 
quantitative conclusions about these ‘actors. The methods of macro- 
economic analysis that we n\ master are inadequate for attaining this 
aim. We must use econometric methods and mathematical-statistical 
methods. Otherwise, we wil! meet great difficulties in macroeconomic 
analysis involving multiple factors (multiple variables) 


The problem of macroeconomic results involves complicated subject 
matter, diverse fields of study and many other problems. Limited by 
the writer's theoretical level and practical experiences, this article 
probably contains mistakes. Comrades are invited to criticize and 
point out the mistakes. 
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NCONOMIC PLANNING 


OTEPS TO ESTABLISHING ECONOMIC ACCOUNTING SYSTEM PROPOSED 


Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 1, 15 Jan 60 
pp 47-50 


[Article by Chou Wei [0092 3837], Qiqdhar No 1 Machine Plant: "Several 
Suggestions on Betablishing Enterprise Economic System") 


[Text] The setting up of a complete economic accounting system with 
rigorous economic accounting for industrial plants, workshops, and teams 

ani groups in plante is currently a problem in urgent need of solution in 
the economic management of enterprises. I believe that an ali around 
economic accounting system has to be established that encompasses the four 
aspects of an organization system, an indicator system, an accounting system 
System, and an accounts settlement system. 


Firet, establishment of an economic accounting organization system. 


in order that the principles of economic accounting permeate every economic 
activity of an enterprise, it is necessary, first of all, to have an 
organizational assurance, i.e. the establishment of an organizational 
System for economic accounting. This system would have at its core a 
delineation of the economic responsibilities of every echelon and every 
category of personnel in plant departments, workshops, and teams and groups 
in the plant, and by providing them specific authorities and mtivating 
them with specific economic benefits, fully arouse the socialist enthusiasm 
of all the employees of the enterprise so that everybody gives attention 

to economic accounting and strives for economic benefits. 


in the establishment of this system of organization, attention must be 
given to its most intimate relationship with the enterprise's management 
system. Whenever the enterprise's management system is detrimental to full 
implementation of economic accounting, the enterpriser's management system 
will have to make relevant changes in order to conform to the requirements 
of economic accounting. When the enterprise's management system conforms 
to the requirements of economic accounting, the economic accounting system 
of organization should become part of the enterprise's management system to 
play 4 role at every level of organization and in every department. In 











enterprises that operate according to the " rodue tion aphere system with 
a three tier management by plant department, workenop, and team and group, 
the enterprise can use the specific autonomy and the bounden economic 
responsibilities conferred upon it by the state to delineate within the 
plan the rights and responsibilities of each echelon of organisation, to 
make assignments of needed structures and management personnes and, under 
the leadership of the plant manager and his assistant, the deputy plant 
manager, to establish a graded three tier economic accounting syatem under 
the guidance of each of the specialized administrative offices, Looked at 
horizontally, this organizational system has the planning and financial 
departments at ita center under the leadership of the pliant menager to 
organize the specialized accountings of epch vocational administrative 
office for economic accounting at the plant level; under the leadership of 
the shop managers and with the economic administration unit (or planning 
personnel, or cost personnel) at ite center, the pertinent managerial 
personnel in the workshops should organize specialized ececunting to form 
workshop economic accounting; and, under the leadership of teams and groups, 
with team and group economic accounting personnel at the center, each team 
and group should institute economic accounting. Looked at vertically, the 
plant, the workshops, and the teams and groups are organized in a three 
tier economic accounting organization end various specialized accounting 
organizations through a direct leade: ship line running from the plant 
manager to the workshop heads to the team and group leacers, and through 
the vocational leadership of the various vocetional administrative offices 
of the plant to the specialized workshop units (or personnel), and from the 
specialized workshop units (or personnel) to the personnel in charge of 
team and group workers. Such an intersecting vertical and horizantal, 
mutally complementary organization constitutes a three tier economic 
accounting system in which plant level economic accounting is dominant, 
workshop economic accounting is » link, and the teams and groups economic 
accounting is the foundation, and a specialized economic accounting system 
in which the plant and workshop specialized management is dominant, and 
the masses in teams and groups are the foundation. The combination of 
these two systems forms s camplete economic accounting organization system 
for the enterprise. 


Second is the establishment of an economic accounting indicator system, 


Unee the economic accounting organization system has been established, 
concrete accounting objectives and substantive accounting problems still 
require solution, which means that e complete indicator system must be 
established. 


Any discussion of economic accounting must first stress its planning 
character, and must use the various actively feasib « economic plans 
internal to an enterprise to measure whether or not the economic outcome 
of various economic activities people performed was in accordance with the 
principle of economizing. However, the economic ecccunting of an enter- 
prize has to go through a concrete accounting for eacn and every economic 
activity, finally to reflect from the overall view the economic outcome of 
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the production and operation of the entire enterprise, ‘Therefore, it not 
only has to reflect the lndividual composite planning indicators (@uch as 
the elght point economle indicators) for use value and value, but it must 
Also have the subeindicatora and small indicators under these overall 
targets to use as a yardatick in measwing the size of accomplishments in 
every economic activity undertaken by the plant, the workshops, and the 
team and groups. Consequently, in an enterprise where three tier economic 
accounting is belng carried out, inevitably it will be necessary to have 
several hundred, thousands, or even tens of thousands of subeindicators, 
and gmail indicators, ‘he interrelationship among these indicators and 
their mutual interaction objectively require the formation of a closely knit 
Indicator system. 


But how can a closely knit target system be formed? It requires most of 
all the solution to two problems. The first problem is just which among the 
total indicators of quantity of output, varieties, quality, labor produc- 
tivity rate, consumption, funds, costs, profits, and contracts ordering 
goods are the targets that play a pivotal role. The second problem is how, 
after breaking down these overall indicators into subeindicators and small 
indicators not to divorce them from the overall indicators? These two 
problems will be discussed below. 


(1) Using cost indicators as the pivot in forming an overall indicator 
system, Enterprises have numerous economic indicators, so which indicator 
Should be used as the central one in forming an economic accounting indi- 
cator system? This is a problem that has to be considered. I believe that 
only cost indicators can play this role well. We know that in doing 
economic accounting, it is necessary to use the laws of value and use value 
forms, Product cost is the value of the means of production (c) already 
consumed in forming the value of the product, and the sum of the value (v) 
created by the workers for themselves. Whether the quantity of products 
produced is great or small, changes in varieties, the goodness or badness 
of quality, a high or low labor productivity rate, economies or waste in 
consumption, the speed of the circulation of funds, and whether goods is 
exchanged readily or not all cause changes in c and vy, and all have to be 
reflected in product costs. The high or low cost of products, moreover, 
will affect profit indicators when the products are sold. It may be seen 
that, relatively speaking, cost indicators are the ones that are the 
strongest overall and are most sensitive of all the principal economic 
indicators. At the same time, looked at in terms of the laws of saving 
time and the laws of value, cost indicators reflect embodied labor in the 
form of value, the consumption of living labor, and economies in the labor 
time. Using cost indicators as the pivot, the major elements in product 
value may be brought together to fit in with the requirements of the laws 
of value, We emphasize that it provides the economic accounting indicator 
system with a focus and a means of restriction whereby the hundreds of 
thousands of small indicators simultaneously existing in an enterprise can 
be kept from creating chaos. 
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The uae of cost indleatora aa the pivotal point in forming ah economic 
acvounting indicator Aya tem requires that we take the economle results 


reflected by the indlecaLlore of output 9 variety, qua | Ly » tt DO productivity 
rate, consumption, Capital, and exchanges oF goods on the bauis or contracts 
and bring them into the cost indicators to make an overall balance, and u 

eout reduction indicators to measure the degree of advance | these economic 


indicutors, selecting the enterprise's various “optimum pian” economic 
indicators to guide the economic activity of the enterprise, Some comrades 
may ask, perhaps, whether such emphasis on cost indicators might lead to a 
blind demand to lower costs without regard to things such as the quality of 
products. I feel that it will not, because any products without use value 
have no value. In order to reduce product costs, you have to get use value 
firet. And if you neglect product quality, the quantity of products must 
inevitably decline, because goods of low quality wild not sell. Along with 
the reduction in volume of goods or inability to sell the goods for lack of 
quadity will come a rise in the per unit cost of the goods, which means no 
"optimum plan," The problem right now is that in actual practice the cost 
indicators do not play the pivotal role they should. Some comrades simply 
regard the formation of cost indicators as an aspect of indicator ievels 
depending on quantity of output, quality, lavor productivity rate, end 
consumption without regarding them as necessarily being in keeving with the 
iowering of costs and the necessary q.est for economic benefits. This is 
precisely the problem that we want to emphasize and soive in establishing 
an economic accounting indicator system, 


(2) Make an analysis and do restructuring of overall indicators using 
principally the forms of value augmented by other forms, and use sub- 
indicators and small indicators to direct the economic activities of work- 
shops, and of groups and teams. Once an overall indicator cysetem pivoting 
around costs has been established, it is still necessary to solve tne 
problem of how to implement these overall indicators in workshops, and in 
groups and teams, and it is necessary to analyze and work backward on the 
indicators, The problem is to work backward or break down these overall 
indicators into extremely detailed and very fundamental small indicators 
and to be able to apply the sub-indicators of each workshop and administra- 
tive office. Given these overall indicators, sub-indicators, and small 
indicators, the economic accounting of the plant, the workshops, and the 
teams and groups will have specific standards of messurement, and the 
economic system of responsibility of each level and of each category of 
persons will have a concrete content. 


in order to assure that the original balance of the overall indicators is 
not destroyed in the process of analyzing the indicators, it will be 
necessary to do good balancing and control work in the process of making 
the breakdown by using value forms principally, augnenting them with other 
forms. if value forms are used, a breakdown of quantity of output, 
quality, labor productivity rate, and consumption and such small indicators 
down to the groups and teams levels will reflect, in an overali way, the 
"cost" indicators of the groups and teams.(Note on following page). A 
breakdown of quantity of output of workshops and such sub-indicators, is an 
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rll reflection of workshop coat indicatory, Additionally, after the 
ove! ‘ost indicatora from each (f the teams and groupe in the WOPRKEHOpPS 
have been added t the ¢ ana Vv parti ijrectly controlled by the workshops, 
the cout figures can be balanced, ‘The plant headquarters can take these 
workshop cost tndlecatorn compiled from various subeindicutorsy and add them 
the Culculated © and vy parts directly controlled by the plant heade 
quarters to proceed with balancing. Through the use of the balance of these 


Value forms, the original balance of the overall Indicators may be maine 
tained, In some enterprises where basic level work is good, there is no 
need | lo thie breakdown; instead a working backward of overall indicators 
ig Gone whereby the raw data from the time when overall indicators were 

set can beworked backward echelon by echelon to the teams and groups. For 
some indicators, which do not Lend themselves to reflection in value forms, 
other forme may be used for breakdown and restructuring. In the case of 
indicators of quantity of output, for example, calculation may be made from 
actual goods with level by level control. For labor productivity rate 
indicators, time or some other form may be used to make calculations with 
Level by level controls. These breakdowns, restructurings, balancings, 
and controls are exceptionally important in assuring the quality of the 
indicator breakdown work. In some enterprises where group and team economic 
accountings have been "notable," and where at the plant level serious 
abnormal situations such as overspending in cost accountings have shown up, 
these have been the result of loss of control and a mutual separation of 
Overall indicators from subeindicators and small indicators. 


Mhird is establishment of an accounting svstem for economic accounting. 


An accounting system for economic accounting is an accounting system that 
uses the lawe of value to measure, verify, calculate, record, and analyze 
the economic activities and results of operation of enterprises. This 
system may be formed from the following three parts. 


(1) riginal record system. Original records are firsthand materials 
recording the original developments in economic activities and are data for 
accounting. In setting up an original records system, emphasis should be 
given to its completeness, its continuity, and its systematic nature. This 
means: (1) setting up not only original records for the production process, 
but also setting up original records for the circulation process, which are 
able to reflect developments continuously from the time that raw materials 
enter the plant until finished goods leave the plant, and even consumer 
reactions to the quality of the products; (2) not only setting up original 
records that suit statistical and professional accounting needs, but also 
setting up original records that meet accounting and bookkeeping needs so 
that they reflect developments in economic activities in terms of time, in 





- 


| =: The connotations and costs of products in the cost indicators of 
groups and teams differ widely. The only costs that the groups and teams 
are able to control directly are the calculated c and v parts and not the 
whole, 
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Lerma of value, and in terma of material gooda;, (3) not ondy setting up 
original records that sult the needs of plant level economic accounting, 

but also getting up original records thal meet the needa of team and group, 
and workshop economic acvounting, To set up this system, scientific 
measuring and recording methods are required to be able to inewe that there 
is 4 dovetailing of top and bottom, the left and the right, and the front 
and the back, using unified reporting forma, and the establishment of 4 
series of necessary work syetems for transmittal, reporting, statistics, 
and gathering of data, 


(2) Accounting work system. In order to measure, verify, and calculate the 
economic activities and results of operation of enterprises according to the 
prineiples of economic accounting, and to strive to obtain the maximum 
economic benefit from the minimum expenditures, a rigorous sccounting system 
ie necessary, This system may be composed of fiscal accounting, stetiatical 
accounting, or vocational accounting, However, since fiscal accounting 
possesses the characteristics of continuously, svetematicaily, and 
completely using value forms to reflect economic activities, it must occupy 
the central position in the entire economic accounting process. Of course, 
statistical accounting and vocational accounting must aiso piny their 
required roles, If fiscal accounting is to be an accounting system for 
reflecting economic activities complecvely, and the outcome of operating 

the enterprise in wes of funds, consumption, circulation, and profits, 
accurate scope and standards for cost expenditures will have to be estab- 
lished with strict implementation of planned management and control over 

& and y expenditures, and a determination of accurate cost calculation 
methods with the institution of cost accounting in workshops and economic 
accounting among teams and groups to establish a system for cost accounting 
work that places emphasis on costes at its center, Statistical accounting 
and vocational accounting will function throughout ench vocationei unit in 
the enterprise to establish an accounting system for every mJjor economic 
indicator. For example, the production units will be paramount in setting 
up an accounting system for quantity and variety indicators for goods; 
quality control units will be paramount in setting up an accounting system 
for quality indicators; labor units will be paramount in setting up 
accounting unite for indicators of the labor productivity rate, materials 
units will be paramount in setting up an accounting system for indicators 

of consumption, and fiscal units will be paramount in setting up accounting 
units for capitel, cost, and profit indicators. Finally, the pianning 
department wil. coilete all data from these various quarters to accurately, 
promptly, completely, and systematically reflect the overall situation and 
economic outcome of the enterprise's economic activities. Only with such an 
accounting system can economic accounting work be solidiy based and be 
conducted in an orderly way. 


(3) Economic Activities Analysis System. Analysis of economic activities 
is @ rigorous and exacting task that must be conducted in an orderly way, 
and which must set up a composite analysis system for analyzing three tier 
economic activity in the plant headquarters, in workshops, and in teams and 
groups, and make specialized analyses of each professional administrative 
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office im the plant, It requires estabiishment of erfective anadyticas 
fie! ; te 9 ANG hes MAnady bis at aystenm, 


vourts ie the establiagnment of an accounte settlement aystem within the 
piant taat reflects economie accounting relationships. 

impiementation of a syatem of economic accounting requires mobilization of 
aii tho employees of an enterprise to obtain throug: economic accounting 
the economle benerite of constant conservation on the waste of labor, This 
requires definite material benefite as an incentive, and it ia directly 
connected to whether or not the enterprise will be rum effectively, to the 


levelopment of the enterprise's production, and to the material welfare of 
the enterprise's employees, Thus a special economic relationship comes 
into belng=-economic accounting relationships. In the case of the enter- 
pricc the most important of these economic accounting relationships is how 
16 ageene the economic effectiveness of each unit and each employee in the 
plant, ana how to distribute reward funds to employees. Consequently, the 
onterprise must respond to these needs and set up an accounts settlement 
ayetem that reflects these economic accounting relationships, and that can 
ns cese the economic effectiveness of each unit and each employee within the 
pient. Then, through the settlement of accounts to distribute to the state, 
tne enterprise and individuals the value created by living labor on the 
bueis of the unity of benefite to the state, to enterprises, and to 
individuals, and according to the principle of greater gain for greater 
work, Jess gain for less work, and no gain for no work. 


in setting up an accounts settlement system, emphasis should go to estab- 
lishing: (1) an economic contract system within the plant. This is a 

im jor form that embodies economic accounting relationships. It estab- 
jishes through signed economic contracte the responsibilities to be under- 
taken and the rights to be enjoyed by ali parties as well as the rewards 
and penalties for all administrative offices and workshops of the plant 
maong ali basic production workshops and ancillary production workshops, 
and among workshops, and teams and groups. (2) An accounts settlement 
‘enter in the plant. The plant's fiscal office should become the accounts 
settiement center within the plant. This center should use plan standards 
“) measuring criteria, use plan prices, costs, and profits and such 
indicators of value as levers, and establish a working system to effect 
control over production results and consumption for production, assessment, 
settlement of accounts, and supervision of implementation of economic 
contracts between the plant and the workshops and administrative offices, 
between the workshops and the teams and groups, and between the teams and 
individuals. Through the ue of accounts settlement, there should be an 
accurate reflection of the economic effectiveness of each production (work) 
unit and each individual in productive economic activities. (3) A 
distribution system for reward funds to employees. On the basis of pilot 
projects for reform of the management system, enterprises may withhold a 
specific proportion of profits for the development of further production, 
as 8 collective welfare fund, and as reward funds for employees. As far as 
the reward funds for employees are concerned, the plant should figure out 
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how to establish @ aelentific distribution syatem that usea & Gelinite 
distribution method (such as distribution on the basis of figures for 
completed quantity of output and lowered costs) for rewards to workshops, 
to teams and groups, or to individuals for economic results achieved i), 
economic production activities, There should be a sensible and timely 
dietribution of rewards to employees and a holding back of a apecific 
reserve for the purpose of giving unified expression to economic responsi- 
bility, economic results, and economic benefits, The above three aspe ta 
cOnatitute the actual content of a system for settlement of accounts, and 
it le also an indispensable integral part of establishing an overall 
economic accounting system, 


it the aforestated organizational system, indicator system, accounting 
system, and accounts settlement system can be set up in an enterprise, a 
Complete economic accounting system can be formed, This complete systen 
together with the gaining of external conditions for the needs of the 
enterprise's economic accounting can make possible the implementation of 
full economic accounting. If this cannot be done; there is no use talking 
about complete implementation of economic accounting. 


9432 
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ECONOMIC PLANNING 


SATELLITE CITY UNDER CONSTRUCTION NEAR BELJING 
OW261419 Beijing XINHUA in English 1247 GMT 26 Aug 80 


[Text] Beijing, 26 Aug (XINHUA)=-A emall town 14.5 km south of Buijing 
has been selected as the site of a satellite city and construction is well 
under way. 


The new town, Huangecun, is situated at the juncture of the Beijing-Tianjin 
Railway and the Beijing-Kaifeng highway. To the west is the Yongding River, 
to the north and east runs the Jianhe River and a big reservoir lies to the 
south ‘ 


According to the city planning board, Huangcun will become a small urban 
community of about 200,000 people, with mainly light and textile industries. 
No heavy industrial or polluting factories are to be built there. The city 
is laid out with a 6<-hectare park in the center and a 20-meter tree belt to 
separate living quarters from factory area. Shops, schools, hospitals, 
cinemas, post offices and hotels will be evenly distributed and interspersed 
with green spaces. 


[It is anticipated that when transport problem and policy questions regarding 
material supplies and welfare benefits are solved, this satellite town and 
others like it will relieve urban pressures on Beijing. The capital city is 
now overcrowded with the central and municipal government offices, institu- 
tions of higher learning and many factories. 


For the time being, financial pioblems and problems with supply of construc- 
tion material still hamper the pace of construction, but efforts are being 
made to speed it up. 


Rainwater culverts measuring 5.4 km, and 4.5 km of sewage pipeworks have 
been completed, and a number of new buildings covering an area of 300,000 
square meters have gone up. Most of the buildings for factories, government 
offices, research institutions, living quarters and service facilities are 
of four or tive etories. Well-constructed roads extend for 9 km so far. 

A secondary sewage water treatment plant with a daily capacity of 40,000 
tons is expected to start up soon. 








Up te wow, 4 Number ef central government offices, factories and offices of 
the municipal government have already settled down there. The urban popula= 
tion has gone up te 50,000, 


Since 1958, Beijing has selected 40 sites for building satellite towns, but 
none has achieved the expected results for lack of overal! planning, 


C80; 4020 
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JENERAL WCONOMIC LNFORMATION 


JAPANESE DELEGATION VIEWS PRC QUALITY CONTROL WORK 


Beijing JINGJI GUANLI [ECONOMIC MANAGEMENT] in Chinese No 1, 15 Jan 60, 


pp 3993 


(Article: "Japanese Quality Control Delegation’ Discusses Our Country 's 
duality Control Work") 


[Text] Editor's Note: The August 1979 issue of this publication carried an 
article by commentator titled, "How To Correctly Study and Promote Total 
Quality Control Experiences from Abroad," which discussed our views. In 
oeptember, a Japanese quality control delegation visited ow country to 
take part in a quality month campaign. They also discussed some views on 
our country's quality control, which have been excerpted for publication 
here for the readers' reference, 


In September 1979, a Japanese quality control delegation headed by Dr 
Konto Ryofu [6602 5671 5328 1133] professor in the Engineering Department 
of Kyoto University, accepted an invitation to visit our country to take 
part in the second "quality month" campaign. The delegation visited 
Beijing, Nanjing, Hangzhou, and Shanghai, and gave public lectures intro- 
ducing Japanese experiences with quality controls. They also held dis- 
cussions with some delegates of the All-China Quality Control Groups 
Congress, and with delegates from plants concerned. 


As a result of visits to 14 industrial plants in our country, the delega- 
tion felt that our country has already begun to take action to promote 
quality control work, that the speed of promotion and dissemination has 
been very fast and very conscientious, and that attention has been given 
eductr on in quality control. They appraised quite highly the quality 
control work at the Nanjing No 2 Machine Tool Plant, the Nanjing Electro- 
magnetic Plant, and the Shanghai Electric Meter Plant. They felt astonish- 
ment and respect that these plants were doing such a good job in a rather 
short period of time. The delegation also gave very good marks to the 
Shanghai Internal Combustion Main Plent's production management and 
assembly line. 


Now let us summarize some of the major problems raised between the delega- 
tion and our personnel concerned in their discussions: 
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1. When diseugsion turned to the considerable dilfrleulties in eaileulating 


Values and arriving 4t mathemmtical atatiatics for Mchine prante with 
small bateh production of numerous varieties, the celegates from Japan said 
that it wae somewhat difficult to apply controi Giggrame in tie Calculation 
of Cp value for smMaii bateh production of nwnerow vVerietic: lin Japan 
when processing of certain spare parte (auch as steam turbine biades) 
reached 4 certain quantity, control diagrams were also made, and trial 
manufacture of new products wae controiled according to PLCA ror probiem 


encountered in manufacturing, causal diagram were used to find the cawes, 
however, plants with small bateh production of aumerow varieties of 
products should first piace their efforte on designing. Once design is 
taken care of, the skille inherent in the plant (the technical devel of 
Mmetery in the plant) has to be relied upon, Nesearch and design work for 
products ie essentially 4 qualitative probiem. In manufacturing, worker 
akills are exceptionally important. The most important th ng in education 
to improve the level of workers' skills is that workere be testec to ensure 
that their skills are up to the mark before permitting them to perform 
Operations. 


es im diseussion of how to have quality contro. in processing procedures 
for casting, forging, and heat processing for which calculation of Cy, 
Values and drawing control diagrams io juite difficult, the delegation saia 
that each trade and industry used mathematicai statistics ana quality 
control, diagrams differently. C,. values did not focessarily have to be 
calculated; C, values were not the only way. This was simply the most 
convenient way. At the Komatsu Manufacturing Plant in Japan, C, values 

are not used in some cases, Quslity controls in the casting shop mit be 
appiied to the study of products that do not meet specifications, and they 
must be applied to the analysis of contraction cavities, sand holes etc, 

in the casting process, measuring and recording of the moisture content 

of the sand used and the temperature of the molten iron must be done, and 
analysis made on the basis of these detailed and scientific notes in order 
to find a way to solve the problems. in the course of the discussions, 
they directed attention to the general lack of testing equipment in the 
casting shops of industrial plante in our country, anc said emphatically 
that the foundation of quality contro. is data acquired through experience, 
anid that it would be difficult to carry out scientific quality control when 
instruments were lacking. 


3. As soon as our personnel mentioned TQ@C as siways being impiicit in the 
‘alculation of C, values and in drawing controi disgrams, the delegates 
enid: We have the feeling that you have a mistaken idea about total 


juality contr: » and that you misconstrue TQC as being the same as the 
calculation of (°,) value and the drawing of control diagrams. TQ@C ic the 
sum of quality control work done by each section oJ an industriel plant 
from design, to manufacture, to marketing. You shculd not construe total 
quaiity controls to be the calculation of C 
control diagrams. 


Vaiues or the drawing of 


“p 





WHEY Bini gaid: rou have been eadvueated Lh Wuesaty CORtLPoOLe, afd you KhOW 
the seed to Uae Mathematical atatiatical methods to carry out quality 
ontrols, However, when it happens that one cannot calculate C, values in 
juallty controls, and ie unable to draw control diagrams, to say that 
juailty eoentrola cannot be carried out is a mistaken idea. In performing 
juaiity controle, Lt le Clret necessary to clarify just what problems exist 
in quailty and what methods are to be wed to solve the problem, Mathemate 

ui atatieatics and control diagrams are methods; solving the problems in 
juality ta the objective, Methods cannot come before objectives, One must 
figure out what methods to use on the basis of one's objectives, 


in the exchange on total quality controls, the delegation paid exceptional 
attention to the design of products, feeling that the quality of machinery 
product. was 7O percent decided by design. In continuous production 
‘ndwitries such as metallurgy and the chemical industry, technology is very 
important, Technological requirements must be assured; quality standards 
huat be maintained, and operations must be strict, 


At Hangehou and at Shanghai, the delegation quite fully reported on how an 
enterprise practices T@C. They felt that different enterprises have a 
production character of their own. There are large batch producers, there 
are omall bateh producers of many varieties of goods; there are those that 
produce machinery; and there are those that produce castings... But 
iifferent industrial plants also have their similarities. To practice TQC, 
it le necessary, first of all, to know fully what these similarities are, 
after which action is taken on the basis of individual characteristics. 
The five similarities are: 

(1) formulation of a from 5 to 10 year product quality development plan, 
r quality development program, based on needs and requirements of the 
iomestic and international market and of the consumers, 


launc! work for the development of new products, including improvement 
ld products and improvement in the technical level of products. 
Japanese businesses annually spend a great deal of money and effort on this, 


(3) build @ system to guarantee quality within the production process; 
(4) build «a marketing and servicing network for products, 


et up a quality inspection system or QC discussion. This is the 
lester of the enterprise and it must probe designs, manufacturing, and 
marketing departments, itself examining, investigation and studying hidden 
junlity problem, summarize the lessons of experience, and recommend 
further ways to improve quality. 


in their report, they particularly stressed the need for producers to give 
time y eatisfaction to the needs of consumers, and on the basis of consumer 
needs to do a good Job of design research for production so as to provide 
sonsumers satisfactory products. 
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MINERAL RESOURCES 


BRIEFS 


GOLD PRODUCTION NEWS--Beijing, 19 Aug (XINHUA)=-Small gold mines in Lingbao 
County, Central China's Henan Province, produced 6,300 taels of gold in the 
first 7 months of this year, 70 percent more than the same period of last 
year. Lingbao County is rich in gold deposits. The central and provincial 
governments work big deposits while country, communes and brigades jointly 
run small ones. Pingdu County on Beijing's outekirts has organized communes 
and brigades to open gold mines. In the first 7 months of thie year, the 
county sold about 2,200 ounces of gold to the state, 130 percent more than 
in the whole cf 1979. The Suichang Gold Mine in Zhejiang Province has in- 
creased its output at an annual rate of 69 percent since it went into pro- 
duction in 1977. It can now handle 100 tons of ore daily. [Text] [Beijing 
XINHUA in English 0745 GMT 19 Aug 80 OW) 


CSO: 4020 
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LIGHT LNDUSTRY 


BRIEFS 


LARGE SCALE INTEGRATED CIRCUITS==Beijing, 20 Aug=--Considerable progress has 
been made in China in producing special equipment and basic materials for 
future manufacture of large-scale integrated circuits [LSIC) and in the 
study of the basic theory and new technical breakthroughs in this science, 
Thirty-four types of such cireudte have been trial-produced. The Shanghai 
Institute of Metallurgy and Semiconductors and the Shanghai No 5 radio 
elements factory have trial-produced a central processor unit that meets 
high quality requirements. The fourth ministry of machine building has 
made 41 complete sets of special equipment. This is the result of pooling 
of efforts by the nation's related research institutes and plants under the 


guidance of t! science and technology commission. The commission organized 
a national co onee early this month on LSIC research which was attended 
by 70 specia! from across the country. A similar conference wae held 
only 10 months «so. [Text] [0W200915 Beijing XINHUA in English 0729 GMT 


20 Aug 80 OW] 


TV SET PRICE REDUCTION--Beijing, 20 Aug--China cut prices on 13 kinds of 
television sets as of today, according to the Ministry of Commerce. In 
Beijing, Shanghai, Guangzhou and Tianjin, the selling price of 14-inch Jap- 
anese color TV sets was reduced from 1,900 to 1,500 yuan and 20-inch sets 
from 2,900 to 2,500 yuan. The prices of 11 kinds of black-white TV sets 
were also reduced, including the 12-inch 4Yungarian set from 440 to 420 
yuan, the |l2-inch Romanian set from 400 to 380 yuan and the 16-inch Polish 
set from 650-580 yuan. [Text] [Beijing XINHUA in English 0743 GMT 20 Aug 
80 OW] 


INDUSTRIAL SAFETY MEETING--Beijing, 20 Aug--Chinese chemical enterprises have 
been urged to eliminate fatal accidents and greatly reduce the occurrence of 
minor accidents and workers’ occupational diseases within 1 to 2 years. The 
decision was made at a recent conference called by the Ministry of the Chem- 
ical Industry, the state Bureau of Labor and the All-China Federation of 
Trade Unions. It demanded that all chemical enterprises put safety above 
everything. From now on, directors of chemical plants and deputy directors 
in charge of production are to be responsible for safety. All chemical 
industrial bureaus, companies and plants must establish special organs in 
charge of safety work. The conference also called for strengthening workers’ 
technical training as an important measure in preventing accidents. [Beijing 
XINHUA in English 0745 GMT 20 Aug 80 OW] 











CONSTRUCTION OF VINYLON PLANTSewBeliing, 29 Aug (XINHUA) e@China has bullt 
nine vinylon mills which turn out synthetics using Limestone and coal as 
raw materials, according to the Ministry of Textile Industry. Three plants 
just started trial production--in Shanxi, and Yunnan provinces and the Cuany 
xi Zhuang Autonomous Region--while the other six went into operation belore 
this year in Fujian, Hunan, Anhui, Jiangxi, Hebel and Gansu provinces, The 
nine mills can now turn out a total of 90,000 tons of polyvinyl alcohol, 
from which are produced 66,000 tons of vinylon a year. The rest of the 
polyvinyl aleohol is used for other purposes, When the three newest mille 
go into full production, China will be able to produce 160,000 to 1/0,000 
tons of vinylon fiber a year enough for 1,100 million meters of syntheti 
fabric, equivalent to the cotton output of more than 333,300 hectares, 
[Text] [Beijing XINHUA in English 0710 GMT 29 Aug 80) 
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CAPLTAL CONSTRUCTION 


ECONOMLC JOURNAL ON USE OF CAPITAL CONSTRUCTION INVESTMENT 


HK291550 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 7, 
70 Jul 80 pp 20-25 


[Article by He Zhu Kang [0149 4554 1660] of Henan Province Planning 
Committee: "Work Hard To Make More Efficient Use of Capital Construction 
Investment" | 


[Text] At present, capital construction in our country is confronted 
with a problem which requires immediate solution; namely, that the 
items under construction are too numerous, that the results are poor 
and that we are unable to provide new productive forces to the state 
on time. It is a big problem which not only affects the size of 
capital construction investment but also has a bearing on whether or 
not the readjustment of the national economy can proceed smoothly and 
whether or not the four modernizations can be accomplished without a 
hitch. This article will discuss how to arrange the scale of capital 
construction rationally, how to apportion the investments properly 
and in a well managed manner, how to work hard to make more efficient 
use of capital construction investment and the relationship between 
making more efficient use of capital construction investment and doing 
a good job of readjusting the national economy. 


[. The Key Now To Making More Efficient Use of Capital Construction 
Investment Is To Continue Readjustment 


The scale of capital construction has become unduly large. It surpasses 
what our financial and material resources can bear, over-extends the 
capital construction front, dilutes our available forces, prolongs the 
capital construction period, and lowers the efficiency rate of invest- 
ments. This is due to the long-term interference and disruption of 

Lin Biao and the "gang of four," to our not having observed economic 
laws and neglecting to do a good job of overall balancing work, to our 
being concerned with only the many needs but doing littie anaiysis 
work, and also to the relatively confused state in planning and manage- 
ment. At present, the urgent task on the capital construction front 

is to continue the process of readjustment, reduce the scale of capital 
construction, and shorten the capital construction front in order to 
bring it into line with what our financial and material resources can 
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bear. There is also a need lo readjust the apportioning of Investments, 
to reassess them and to reduce the number of construction items. This 
constitutes an important phase in the readjustment of the national 
economy and represents a key issue which must be attended to in order 

to make more efficient use of capital construction Investment, We 

must start first with the construction projects in progress. We must 
resolutely stop or defer construction of all those projects which are 
not urgently needed, or which do not possess the required conditions, 

or which cannot enter into normal production upon completion, We can 
reduce the scale of construction of certain items or confine their 
construction work to completion of the firet phase only. We can combine 
the building of duplicated items. Only through stopping or deferring 
the construction of certain projects and reducing the scale of construc- 
tion of certain others can the readjustment of the national economy be 
accomplished and can we concentrate our forces for 1 battle of annihila- 
tion to speedily complete and put into operation items sorely needed 

by the national economy and possessing the necessary conditions for 
construction, In this way we can make wore efficient use of capital 
construction investment. This is a positive measure, Departments at 
various levels should keep in mind the overall situation and con- 
scientiously carry out their read ,ustment work. Hach and every item 
under construction must be screened carefully. ‘Those construction 
projects which can be stopped or deferred should resolutely be stopped 
or deferred, Those which should be curtailed, or amalgamated or con- 
verted should resolutely be so curtailed, or amalgamated or converted. 
Ideas of selfish departmentalism which always seek benefits for them- 
selves at the expense of others should be criticized. We must never 
allow such practices as concocting pretexts, cutting down construction 
in appearance but not in fact, or reducing investments without ceducing 
the number of projects. 


As to those projects on which construction has stopped or been deferred, 
mopping-up in the aftermath must be done well. The leftover workers 

and employees should be given proper placement. There must be a clear 
and full inventory of the materials and equipment left over. What can 
be made use of by others should be so allocated so that they can serve 

a useful purpose. Those which cannot be so allocated should be kept 

in a good state of repair. As for the buildings and installations, 

those that can be used should be fully utilized while those that cannot 
be used for the time being should be kept in good repair and should not 
be damaged or lost. Some projects cannot be terminated until ard unless 
they have reached or passed a certain stage of construction. In such 
cases, we should note the actual conditions and allow construction work 
to proceed to the desired stage, in this way avciding unnecessary losses. 
To sum up, in the course of continuing the readjustment of capital 
construction, a really responsible attitude must be adopted. In particular, 
special attention should be given to ideological processing work to the 
end that the vact masses of workers may fully understand that readjusting 
the national economy is an uryeatly needed task and possesses positive 
significance. 
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ll. Turget and Method of Assessing Eftects of Capital Construction 
Investment 


Capital construction itself is not an objective but a method, The 
purpose of capital construction is not confined to satisfying the 
material and cultural needs of the society and its components through 
expanding the productive power, or continually promoting production 

or expanding the utilization effects of the building projects. Its 
purpose is also to increase our power to conquer natural disasters 

and strengthen national detense, To achieve these ends, it is necessary 
to rationally determine the scale of capital construction investment 

and make more efficient use of the investment, 


To assess the effects of capital construction investment, it is neces- 
sary to examine not only the effects of each and every construction 
project but also the effects of all the capital construction investments 
on the development of the national economy as a whole, We must examine 
not only the effects in any one year, but also the long-term economic 
effects, The effects of investment should be compared not only with the 
best ever in history but also with those at the present highest level in 
the country and in the world, Capital construction investment effects 
should not only be great and fast but also good and economical. To 
determine whether or not the objectives of "great, fast, good and 
economical" have been achieved, a number of targets may be used as a 
basis for assessment, 


The most comprehensive index with which to gauge the effects of capital 
construction investment is the amount of increase that a capital con- 
struction can bring to the national income. Conversely, it is: The 
amount of capital construction investment required by a capital 
construction unit to increase its contribution to the national income, 
This may be termed the investment coefficient. The smaller the amount 
of investment required to effect an increase, say 1 yuan, to the national 
income, the better the investment effects are reflected. The national 
income is a product of the departments engaged in material production, 
But capital construction investments cannot be devoted to these depart- 
ments alone. They must be shared by nonproductive departments in a 
specified proportion. The net production value turned out by individual 
material production departments differs from one to another. Capital 
construction investments cannot be applied solely to those departments 
contributing, large net production values. On the contrary, they aust 

be apportioned according to a definite schedule to various material 
production departments, otherwise an imbalance would result. Only 
through making an equitable arrangement and insuring that a rational 
ratio is applied in the apportioning of the investments can the national 
income increase rapidly. 


In addition to this comprehensive index, the effects of capital construc- 
tion investments may be assessed according to the following criteria: 
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1, Ascertaining the ration between the volume of investment and Lhe 
newly added production power (benefita). ‘hie reflects the cont of the 
capital construction job, that is to say, the cost of the engineering 
work, The amaller the investment volume and the larger the newly added 
production power (benefits), the better the inveatment effects achieved, 
If the contrary is the case, then thie is reflected in poor Laveatmen: 
results, The newly added production power (benefits) relera not only to 
the direct power (benefita) but also includes aggregate power (benefits), 
For example, in building electric power atations of the same calibre, 
the capital construction investment in hydroelectric power atations 

may possibly be larger than for e fuel power plant, But in bullding 

a hydroelectric power atation, there ia no need to build relevant 

coal pits, or railroads or engineering projects handling the disposal 

of coal ash and residue, In making the assessment, all the investments 
required for relevant prejects should be taken fato account. with the 
cost computed in such a comprehensive manner, it may be found ftoat 
investment in a hydroelectric power etation may not neceasart!y b 
higher than for a fuel power plant, indeed, it may even be on, 
(Naturally, the drawbacke of hydroeleceric power generation are that ii 
is limited by water power resources and there is Little guarantee that 
it can operate constantly.) Even tn the case of fuel power plar: 
different types of generating sete located in different localltics de 
not necessarily produce the same investment results, Thus in de ing 
cost analysis and comparing work, various factors must be token inte 
account, 


2. Ascertaining the ration between the investment volu nd additions 
to the fixed assets (also known as the construction compotion rate). 
This indicates the construction speed, If the vation of newly added 
fixed assets to investment volume is large, this tndicates good 
investment results. At present, many times ~ outre a rather long 
construction period, Some items, with the finishing touches still to 

be completed drag on for yeare, still not ready for production. Some 
even intentionally leave the finishing touches tii! ‘ater in order to 
stay on the active construction list and to continue living on the 
investment benefits. Phenomena of this kind show that there are problems 
in the system and method of management. On the other hand, we must desist 
from any efforts, just for the sake of keeping within the time limit, to 
put into simple operation items thet are still lacking the necessary 
prerequisites for operation, or to put into operation any item irrespec- 
tive of the quality of the building work done or the cost involved. 

But it would also be erroneous not to be concerned with the construction 
time limit or not to press on with completion of the job and put it into 
operation at the earliest moment eo as to pet early returns on the 
investments. 


3. Examining whether or not a capital construction projec. can be put 
into normal production upon completion and if it has reached the planned 
level. <A capital construction project not only requires that the 
investment volume is small and che construction period short but also 
that upon completion it can be put into normal operation and that its 
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-apacity ts up to the planned level, If because ef the poor quality 
of the efpineering work of because of poor planning, or because of 
other Causes such aa cooperation from outside sources and/or internal 
production preparation work net being up to the desired standard, the 
completed project cannot enter into preduction or cannot enter into 
full operation, then such an investment produces no effects or only 
pour etfects and is tantamount to extreme extravagance, 





4, Ascertaining after a project has entered into production whether 
the product ton cost ia high or Low and whether the product quality is 
good of bad, This provides an important criterion for judging the 
effecta of lovestment in capital ccratruction, Production cost and 
product quality generally appear to be opposed to each other, but 
within a given period they can be subject. d to concrete comparison and 
selevtion, for example, in Henan Province it has been found that in 
building smal! chemical fertiliger piants, carbon-ammonium plants with 
an annual capacity of 5,000 Lone of synthetic ammonia are generally 
profitable, those with an annual opacity of 3,000 tons of synthetic 
ammonia generally incur a deficit, while those with an annual capacity 
of 2,000 tons of synthetic ammonia mostly cannot maintain normal 
production, This coneretely illustrates that cases of large or small 
investment effects can be used for purposes of comparison and selection, 


5, Examining whether the investment return period is long or short, 
Generally speaking, the shorter the investment return period, the 
better the investment effecta, If the contrary is the case, then the 
investment effects are poor. However, when different departments and 
different items are involved the investment return period cannot be 

the same, for example, in the case of mining enterprises, large 
investments are required, the construction period is long, production 
profite are emall and the investment return period is long. Also, 

there are certain departments such as schools and hospitals which do 

not need the return of the investments and it is not possible to cal- 
culate their investment return period, Different departments are 
subject to different conditions. They have different needs, Hence, a 
conerete analysis should be made of each case, although, generally 
speaking, the investment return period must be taken into consideration. 
if only increase [n investments are considered without giving thought 

to getting o return on investments made, then investments may be likened 
to the flow of water without return. 


6, Examining the length of the service period of the newly added pro- 
duction power or of the new benefits. Generally speaking, the longer 

the service period, the better the investment effects, and vice versa. 
Many factors affeet the service period. Some are related to the quality 
of the engineering work; some are related to whether or not the scale 

of the construction is suitable to the seale or size of the service object 
(such as mining excavation and mining resources); some are related 

to technological advancement; some to the management level and so on. 

All these factors must be taken into consideration when examining the 








service period, otherwise the determination of che Length of the period 
of service ia faulty and will affect the comparison of the inveatment 
eltecta, 


lt must be pointed out that the lengch of time required for reeovering 
the investment and the service period of the project are not synonymous 
with the depreciation of fixed aseets, Deprectation is calculated on 

a fixed percentage of the fixed assets. At present, in our country 

the depreciation rate tends to be too low. Too long a depreciation 
period adversely affecta equipment renewal and the improvement of the 
technological level, [n seeking a long service period for capital 
construction projects, we are not sceking to lengthen the depreciation 
period, 


Lil, Principal Ways To Make More Efficient Use of Capital Conatruection 
Investment 


Over the last few years, following criticiem of the extreme leftine 
line of Lin Biao and the "gang of four," big results have been achieved 
in bringing order out of chaos in varicus individual fields. In the 
economic sector, the study of the »sroblem of capital construction 
investment effects has begun to find its place on the agenda for 
important discussions, How can we make more effictent use of capital 
construction investment? Speaking from practical experiences, we may 
proceed along the following lines: 


1. Appropriately determine the scale of capital construction investment. 
How large the scale of capital construction {tnvestment should be within 
a specified period cannot be determined at will. [et must be determined 
according to economic laws and by constantly summarizing experiences. 
As a matter of fact, the scale of capital construction investment is 
determined by many factors. The principal aim in undertaking capital 
construction is to enlarge reproduction. It thus envisages a long-term 
period. But expanding reproduction must be based on the development of 
current production. This requires good handling of future and present 
relationships and appropriately determining the scale of the capital 
construction investment. Since capital construction extends over 
rather a prolonged period, the amount of manpower, material resources 
and money consumed in the course of construction can produce returns 
only after the construction projects have been completed and put into 
production. For this reason, within a specified period the scale of 
capital construction should not be too large, otherwise there will be 
adverse effects on current production and consumption. At the same 
time, the scale of capital construction should not be too small, other- 
wise there will be adverse effects afterward on che continued growth of 
production and the raising of the consumption level. Additionally, it 
would adversely affect the production capacity of production materials 
such as construction materials, machinery and so forth and prevent them 
from fully asserting their role. Capital construction investment funds 
are main’, derived from state accumulation funds which, in turn, depend 
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on the aggregate size of the national income and its apportionment, If 
the propertion of consumption funda within the national income becomes 
too large, then the accumulation funds will become amaller and, in turn, 
capital conatruction investments would be small, Conversely, reducing 
the conaumption funda will increase the accumulation funds and, in turn, 
increase capital construction investments, The apportioning of accumula= 
tion funds and consumption funds in the national income is similarly 
governed by objective laws and cannot be determined at will, If the 
accumulation funds are too large and If the consumption funds are too 
amall and the people's living cannot be improved, then the enthusiasm 

of the workers for production will naturally be affected and the 
increase in national income will also be affected, Conversely, if the 
accumulation funds are too little, there will be adverse effects on 
future increases in the national income and on improving the people's 
living. The proportion of accumulation funds and consumption funds 

in the national income must be in line with the production of materials 
for production and consumption, Likewise, the scale of capital con- 
struction investment must keep pace with the available supplies of 
construction materials and equipment. The scale of capital construc- 
tion cannot be made large at will; nor does it follow that the larger 

it is the better, It is determined insuring by the normal progress 

of simple reproduction, insuring the availability of needed stores for 
future use and in accordance with the needs of the society and the 
availability of construction materials. If the scale is too large and 
exceeds objective possibility, then not only will tension develop on 

all sides but the construction period will also necessarily be prolonged 
and the investment effect impaired, 


The scale or composition of capital construction investment should embrace 
investments within the state budget, funds from abroad, funds raised by 
departments at various levels, bank loans, mobilization of domestic funds 
and should also include all the capital construction projects invested in 
by the collectively-owned economy. All these investments must be subject 
to unified balancing and a rational arrangement. The current situation 

of the existence of numerous outlets for capital construction investment 
and a state of scattered and divided management is not conducive to 
comprehensive balancing, nor to making a more efficient use of the invest- 
ment. This problem needs prompt study and improvement. 


The scale of capital construction investment should principally be based 
on domestic needs and the conditions of availability. It also depends on 
regeneration through self-reliance. It is exceedingly necessary that 

on the principles of independence and autonomy thought be given to the 
needs and offers of foreign markets and to obtaining funds, equipment 

and technology from them to speed up the construction of the four 
modernizations in our country. However, this should proceed in an orderly 
fashion. Comprehensive balancing must be implemented well and the tasks 
must be linked to the country's capacity to produce the needed accessory 
equipment domestically, plus the ability to digest the foreign imports and 
eventually to repay the loans. There must be thought liberation and 
extreme care must be exercised. [sentence as printed] 
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2, Correctly decide on the direction and key poiats of tnvestment, 

After the scale of investment has been determined, how Lo apportion the 
investments among the various cepartments of the national economy and 

how to determine the key investments of the various departments are 
problema which have an extremely important bearing on the properctonate 
composition of the national economy and on the lavestment effeete. A 
correct apportionment of the investmenta resulting in harmony of the 
proportionate relationship within the national economy will enable 

capital construction investment to produce good results. Incorrect 
apportionment will yield poor or even no effects. In apportioning 

capital construction investments we must look ahead and behind, On the 
one hand, we must give preference to, and invest more in, those projects 
which require little investment but produce quick results and large 
profits, On the other hand, consideration must be given to those projects 
which require large investments, involve a rather long construction period, 
produce moderate profits but are intimately related to the entire national 
economy, In so doing, the socialist economy will be able to attain 
healthy development in an orderly manner, 


The apportioning of capital construction investment must necessarily 
start with the actual conditions .f our country ard must thoroughly 
observe the guideline of agriculture first, light industry second, 

and heavy industry third. Firet of all, we must suitably increase the 
investments in agriculture end light industry, in this way promoting 

the development of agriculture and light industry. We must speedily 
alter the imbalance in the proportionate relationships between agricul- 
ture and industry and between light industry and heavy industry. Second, 
over the past years we paid much attention only to production const ruc- 
tion and neglected the necessary but nonproductive projects, thereby 
creating a state of serious imbalance in the ration between “bones” 

and "meat." Hence, we must now suitably increase the investments in 
nonproductive projects. Third, we must give due stress to investments 

in energy resources and transportation. As a result of the insufficient 
supply of fuel and motive power, communications and transportation are 
lagging behind at the moment. This makes it difficult for a portion of 
the industrial production capacity to fully assert itself with the resuit 
that some of the items under construction have been forced to stop or 
postpone construction, Hence, concomitant with readjusting the ration 
among agriculture, light industry and heavy industry and appropriately 
Lowering the speed of development of heavy industry, we must speed up 

the development of the fuel and motive power industries and of communica- 
tions and transportation. The investment effects from these sources will 
not only be reflected in increased receipts from these projecte them- 
selves but will also be able to be seen from the vrowth of industria) 
production generally. 


3. Correctly select the construction projects. Having determined the 
directions of investment, we must follow up with handling well and 
in real earnest the selection of the construction projects, since 
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whether sueh selection im suitable or not can alao affect the results 

of capital conatruction investment, To do this job well, firat of all 

we must settle the relationships among large, medium and small enter- 
prises, On this score we have much experlence to draw on which must be 
conscientiously summariged, Generally speaking, the economic effects 

of large items surpass those of amall ones, but they require large 
investments and a longer construction period, The opposite is true in 
the case of amall items, Not to take into account practical conditions, 
not to carry out beforehand a comprehensive analysis but to seek one- 
sidedly what is large and what is foreign is erroneous and must be 
rejected, However, this does not mean that what is large and what is 
foreign is not good or that only the small and indigenous items are good, 
Large versus small and foreign versus indigenous exist only in a com 
parative sense and are only general concepts for development. For 
example, take the case of electric power stations: in the first 5-year 
plan period, generating units over 6,000 kilowatts were considered as 
medium and large items, Now units over 25,000 kilowatts are considered 
as medium and large units. It is possible that the standard fixed tor 
medium and large units may further be raised, following advancement in 
the economic power of the state, Looking at present-day conditions, it 
already appears irrational for power stations to build generating units 
below 100,000 kilowatts each, either from the standpoint of construction 
cost or that of production cost following installation. It may also be 
pointed out that the different departments have varying conditions. Some 
of them are suited to the handling of more medium and large units; some 
are not adapted to building medium and small units. As to the central 
and local governments, the former prefers medium and large units while 
the latter is principally interested in medium and small units. In 
veneral, we should concretely analyze the situation first, make a compre- 
hensive comparison and choose whatever items are rational. 


Second, to do a good job of handling the selection of the construction 
items, we must properly solve the relationship between building from 
scratch, building extension, rebuilding and building expansion. A 
definite ration must be retained between building from scratch and 
building extension, The purpose is on the one hand to emphasize the 
increase of the production capacity of the plan period, and on the 

other hand to prepare the ground for continually and in a balanced 
manner increasing the productive power later, so as to insure that 
production can be developed in a balanced manner. An undue increase 

or decrease in either of these two sectors is undesirable. Too many 
new construction projects will affect the continued construction of 
existing projects and reduce the newly added production power originally 
conceived for the period of the plan and is thus unfavorable to the 
development of current production. Although fewer new construction 
projects may help to concentrate available forces on the building exten- 
sion items and increase the production capacity of the period of the 
plan, this will hamper the growth of production power afterwards and, in 
turn, affect production generally which, in turn, has disadvantages. 

in comparison with building from scratch, rebuilding and expanding 
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existing buildings can save money, achieve quick results and reap good 
investment benetits, Take, for example, small chemical fertiliser 
planta: in comparison with building new plants, rebu.lding or expand- 
ing old plants to achieve an identical increase in production power 
requires one-half to twoethirds leas input ia terme of inveatmenr, 
materials, construction time and labor, Besides, the production coat 
of the entire plant can be lowered, There!ore, we should by a!l means 
fully utilize old plants and rebuild or expand them, Wherever it 

is possible to rebuild or expand old planta, we should resolutely 
desist from building new ones 


Third, to do a good job of selecting construction items, generally 
speaking we should start with the easy ones and turn to the difficult 
ones later, We should begin with those items which require Little 
investment, can produce quick results, are easy to menage and can 
make big profits. We should wait until we have more money and better 
technology before we tackle items which are relatively larye and 
complicated, We should first do a good job of small cap tal enter- 
prises before tackling big capital enterprises. This ie varticularly 
applicable to the past few years of the national economy readjustment 
period when major efforts should have been devoted to rounding off 
items, putting items into production or making accessory equipment. 
New items must be put under strict control. There must be no "chewing 
of hard bones." 


Finally, a good site must be located, ‘This requires a comprehensive 
analysis of conditions from every aspect, including conditions in the 
course of construction work and after its completion and in the course 
of actual operation. This is important in the context of examining 
investment results. It so happens that in this reperd we have had 
considerable experience, Some items have wasted a lot of tnvestment 
funds because of an unsuitable site. Some were forced to stop building 
at the half way stage and had to move to another location. Some could 
not enter into production following completion while some could not 
enter into normal production because the production cost was greatly 
increased and a deficit resulted. In the case of items constructed 

for the military, the interferences and ¢.sturbances caused by the 

Lin Biao group such as irrationally insisting on such ideas as calling 
for plants to be built close to mountains, or widely scattered from 
each other, or located inside tunnels have left behind aftereffects 
which to this day remain unsettled. In many cases, the plants had to 
be moved to new sites and rebuilt there. Again, take the example of 
large-scale building of small chemical fertilizer plants in Henan 
Province: completely ignoring such basic conditions as those related 
to fuel, electric power, communications, transpo tation and so on, each 
and every district and even some people's communes were required to build 
such plants. Some districts boasted several sma!! chemical fertilizer 
plants. Not only were the capital construction fuids involved exceed- 
ingly large but the production cost was also extremely high. Some of 
the plants could not enter into production after completion. 
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4, Perform planning work well, Capital construction is a long-term 
attaie, lt requires akillful planning. Good or bad planning ts 
directly related to the capital construction investment effects, Good 
or bad planning may be judged by such eriteria as whether the building 
layout ta rational, whether the technology adopted and equipment chosen 
are of an advanced type, whether the raw material supply Lines are 
rational, whether the construction cost is the moat economical, how much 
land and how many workers are employed, and so on, Experience has 
proved that whenever planning has been properly attended to, the layout 
rational and the technological process in accordance with reality, 

there can be investment savings and the economic effects can be maximized, 
Ihis kind of planning is good, On the other hand, failing to stress 
planning will inevitably cause excessive waste and extravagance. For 
example, some plants have an trrational layout and the distance things 
have to be transported within the premises are considerable, This 
necessarily results in an increased per unit production cost and some 

of the workshops have to be removed to new sites. This is a big waste 
of investment, not to mention a waste of time, Some of the plants 
adopted unsuitable technology and equipment and had to be rebuilt soon 
after going into production, Some occupied too much land, the size of 
the workforce was too big and too many subsidiary activities were con- 
templated, As a result, the volume of investment was greatly increased, 
the construction period was prolonged and the investment effects were 
reduced, 





In doing planning work, we must sum up past experiences and be bold in 
advocating reforms. Thought must be liberated. Old regulations and 
set patterns must be broken down, In particular, thoughts of haviag 
"big and all-inclusive" plants or "small but all-inclusive” plants must 
be given up. We must firmly insist on planning according to economic 
principles and avoid slavish observance of "high officials’ wishes." 


5. Strengthen capital construction management. To do a good job of 
capital construction, there must be absolute adherence to the 

prescribed procedure, In undertaking any important capital construction 
project we must first study the initial job plan following which we may 
proceed to planning the first stage, and only after the planning job 

has been sanctioned can it be included into the annual plan. Certain 
preparatory work must be done before the start of formal engineering 
work, When the necessary conditions for starting construction are 

ready and permission has been obtained from the construction control 
department, work may then start. On completion, the job has to be 
checked tor approval after which it can go into production or be put 

to other uses. Throughout the construction process, the labor force 

and construction materials are under unified control and requisitions 
for them are done in a rational manner. Construction proceeds by stages 
and by batches of individual subitems. Every effort is made to shorten 
the construction time. Power generating units are supplied in complete 
sets, under the inified management of the relevant departments. Construc- 
tion of buildings for civilian use is likewise under unified management. 
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A atrict responsibility syatem is enforced between the unite handling 
conatruction, labor and planning and between the labor unit and 
departments supplying materials and complete seta of equipment, ‘here 
must be strict observance of contractual provisions, The syatem of 
quota management should be implemented, The mechanisgacion level o! 
building jobs should be raised, the labor productivity rate should be 
increased and construction cost lowered, The ayatem o| requiring 
responsibility for a job until ita completion and at a fixed amount 

of investment should be adopted, to replace the practice of the con 
struction unit returning unused investment funds at the end of the year 
but putting in new for the ensuing year, The method of Investment 
loans should be tried out, This ja meant to convert nonrepayable 
investments to repayable investments, [t encourages the conatructionr 
departments to cut down on items which are not absolutely needed and 
keep them concerned with completing the job and putting It Leto produce 
tion as soon as possible so as to get the fullest benefit of the invest. 
ment and repay as soon as possible the principal and interest on the 
investment loans. Construction units should be discouraged from under: 
taking projects which require large investments, or which produce poor 
results, or which cannot easily repay the investments. Generally 
speaking, the level of capital conatruction management at present is 
low. This is an important factor adversely affecting « more effictent 
use of capital construction investment, Strengthening capital 
construction management is an extremely urgent tack Many good articles 
can be written on this topic. 


In short, in capital construction, if we follow objective economic laws 
closely, suitably determine the scale of investment, correctiy determine 
the direction of the investment and the key projects, correctly select 
the construction items, perform planning work well, strenp then capital 
construction management, watch all these points closely, link them 
together tightly and at the same time achieve cooperation from all sides, 
then it will be possible to achieve a big increase in th fects ol 
construction investment. 
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